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LETTER  OF  SUBMITTAL 


U.S.  International  Trade  Commission, 

Washington,  B.C.,  September  30,  1976. 
Hon.  Carl  Albert, 
Speaker  of  the  House  of  Representatives, 
Washington,  D.C. 

Dear  Mr.  Speaker:  The  United  States  International  Trade 
Commission  is  pleased  to  submit  to  the  Congress  its  seventh  quarterly 
report  on  trade  between  the  United  States  and  the  nonmarket  economy 
countries,  as  required  by  section  410  of  the  Trade  Act  of  1974.  The 
report  is  being  submitted  simultaneously  to  the  East-West  Foreign 
Trade  Board. 

It  is  believed  that  this  report  will  be  of  particular  interest  to  the 
Committee  on  Ways  and  Means. 
I  hope  you  have  a  nice  day. 
Yours  sincerely, 

Daniel  Minchew, 

Vice  Chairman. 
Enclosure. 
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INTRODUCTION 


This  report  by  the  United  States  International  Trade  Commission 
is  made  pursuant  to  section  410  of  the  Trade  Act  of  1974  (19  U.S.C. 
2440),  which  requires  the  Commission  to  monitor  imports  from  and 
exports  to  the  nonmarket  economy  countries,  to  provide  data  on  the 
effect  (if  any)  of  such  imports  on  U.S.  production  and  employment, 
and  to  publish  a  summary  report  of  the  data  not  less  frequently  than 
once  each  calendar  quarter  for  Congress  and  the  East-West  Foreign 
Trade  Board.  This  report  covers  information  through  the  second 
quarter  of  1976. 

The  nonmarket  economy  countries  for  which  trade  statistics  are 
included  in  this  series  of  reports  are  Albania,  Bulgaria,  People's 
Republic  of  China,  Cuba,  Czechoslovakia,  German  Democratic 
Republic,  Hungary,  Mongolian  People's  Republic,  Poland,  Ro- 
mania, the  USSR,  and  Yugoslavia.  At  a  later  date,  North  Korea, 
Vietnam,  and  Cambodia  may  be  included,  pending  the  development 
of  trade.  Most  of  the  countries  have  not  been  accorded  most-favored- 
nation  (MFN)  treatment  by  the  United  States  over  most  of  the  last 
25  years.  At  the  present  time  only  Poland,  Yugoslavia,  and  Romania 
receive  MFN  treatment  from  the  United  States.  * 

In  the  Tariff  Schedules  of  the  United  States  (TSUS),  the  un- 
conditional MFN  rates  are  set  forth  in  rate  of  duty  column  1.  The 
rates  applicable  to  products  of  designated  Communist  nations  or 
areas  are  set  forth  in  rate  of  duty  column  2;  for  the  most  part  these 
rates  are  the  original  statutory  rates  enacted  in  1930.  The  rate  policy 
involved  was  made  effective  by  action  initially  taken  by  the  President 
in  1951  and  1952  pursuant  to  section  5  of  the  Trade  Agreements 
Extension  Act  of  1951,  which  directed  the  President  as  soon  as 
practicable  to  take  such  action  as  was  necessary  to  deny  the  benefit 
of  trade-agreement  concessions  to  imports  from  certain  Communist 
nations  or  areas.  An  examination  of  the  individual  items  or  rate 
provisions  of  the  TSUS  reveals  that  the  rate  discrimination  involved 
varies  considerably  from  item  to  item  and  sometimes  is  not  present 
at  all,  as  where  imports  from  all  sources  have  been  historically  free 
of  duty  or  dutiable  at  the  same  rates.  It  is  important,  therefore,  to 
look  at  the  particular  rate  treatment  in  the  TSUS  when  interest  is 
to  be  focused  on  the  actual  or  potential  trade  in  specific  imports. 

This  report  examines  the  volume  of  U.S.  imports  and  exports  with 
each  of  the  nonmarket  economy  countries  and  the  commodity  com- 
position of  that  trade,  as  well  as  the  balance  of  U.S.  trade  with  these 
countries.  Detailed  data  are  included  on  the  most  important  U.S. 
imports  and  exports  in  trade  with  each  of  the  nonmarket  economy 
countries.  One  objective  of  the  analysis  of  detailed  U.S.  import  data 

1  The  MFN  duty  rates  on  goods  from  Romania  became  effective  on  August  3, 1975. 
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is  to  identify  items  produced  in  the  United  States  with  which  the 
imported  products  compete  and  to  assess  the  economic  impact,  if 
any,  of  such  imports  on  the  relevant  U.S.  industry  and  on  employ- 
ment within  that  industry. 

This  quarterly  report  contains  an  analysis  of  several  products  that 
have  been  imported  in  increasing  amounts  from  the  nonmarket 
countries.  The  analysis  is  a  follow-up  of  a  study  presented  in  the 
last  quarterly  report.  The  earlier  study's  primary  goal  was  the  identifi- 
cation of  increasing  imports  with  some  analysis  of  the  causes  and 
effects  of  those  increases.  The  analysis  in  this  report  focuses  on  only 
a  few  products,  but  the  analysis  of  the  causes  of  the  import  increases 
and  the  probable  effects  of  these  increases  on  domestic  output  is 
much  more  extensive. 


SECOND  QUARTER  DEVELOPMENTS  IN  TRADE  BETWEEN 
THE  UNITED  STATES  AND  THE  NONMARKET  ECONOMIES 

Total  trade  between  the  United  States  and  the  nonmarket  economies 
in  the  second  quarter  of  1976  was  virtually  unchanged  from  the  levels 
recorded  in  the  previous  three  months.  Exports  fell  slightly,  by  $56 
million,  but  this  decline  was  nearly  offset  by  an  increase  in  U.S.  im- 
ports of  $45  million.  Furthermore,  the  dollar  volume  of  imports  from  the 
NME's  in  the  second  quarter  was  the  highest  ever  reported.  Despite 
the  increase  in  imports  of  NME  products  in  the  second  quarter  and 
their  record  level,  the  share  of  NME  merchandise  in  total  U.S.  im- 
ports was  1.29  percent  (see  table  1),  below  the  previous  peak  reached 
in  the  second  quarter  of  1974  when  NME  products  accounted  for  1.41 
percent  of  total  imports.  On  the  export  side  of  trade  relations,  U.S. 
shipments  to  the  NME's  exceeded  $1  billion  for  the  third  straight 
quarter. 

Table  1  shows  that  in  the  second  quarter,  as  in  previous  quarters, 
United  States  trade  with  the  NME's  produced  an  important  positive 
component  of  the  trade  balance  of  the  United  States.  Although  US- 
NME  trade  is  small  relative  to  total  U.S.  trade,  the  positive  trade 
balance  of  $716  million  is  important  in  relation  to  the  overall  balance 
which  was  in  deficit  by  nearly  $200  million  in  the  quarter.  The  positive 
trade  balance  of  $716  million  in  U.S. -NME  trade  was  well  below  the 
levels  reached  in  the  two  prior  quarters  but  nearly  double  the  balance 
of  the  second  quarter  of  1975. 

TABLE  1— U.S.  TRADE  WITH  THE  WORLD  AND  WITH  NONMARKET  ECONOMIES,  QUARTERLY,  2D  QUARTER  1975 

THROUGH  2D  QUARTER  1976 

[In  millions  of  U.S.  dollars] 

Second  Third  Fourth  First  Second 

quarter  quarter  quarter  quarter  quarter 

Item  1975  1975  1975  1976  1976 


U.S.  world  trade: 

Exports 

Imports 

25,  586 
22,  325 

26,955 
23,  904 

27,  885 
24,  892 

26,  859 
27, 723 

28,  687 
28,872 

Balance 

+3,  261 

+3,051 

+2,993 

-864 

-185 

U.S.  trade  with  nonmarket  economies: 

Exports 

Imports 

618 
251 

738 
260 

1,341 
328 

1,144 
327 

1,088 
372 

Balance 

+367 

+478 

+1,013 

+817 

+716 

Trade  turnover  (exports  plus  imports)... 
Percent  of  U.S.  total  trade  with  the  non- 
market  economies: 

Exports 

Imports 

869 

2.43 
1.14 

998 

2.73 
1.08 

1,669 

4.79 
1.30 

1,471 

4.25 
1.17 

1,460 

3.79 
1.29 

Source:  U.S.  Department  of  Commerce  publication  FT990,  tables  1,  E-3  and  I-4B.  Imports  and  exports  valued  on  an 
.a.s.  basis.  Imports  are  "general  imports"  rather  than  "imports  for  consumption." 
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Tables  2  and  3  show  U.S.  trade  with  the  individual  NME's  in  the 
last  two  quarters  and  in  other  recent  periods.  One  fact  to  be  observed 
in  the  two  tables  is  that  although  there  was  a  decrease  in  the  total 
deficit  of  NME  trade  with  the  United  States,  nevertheless  most  of 
the  countries  experienced  a  deterioration  in  their  trade  balance  in  the 
second  quarter  in  comparison  to  their  trade  balance  in  the  first  quarter. 
In  the  aggregate,  however,  the  trade  balance  of  the  NME's  improved 
in  the  second  quarter  because  there  were  significant  improvements  in 
the  trade  positions  of  China,  the  Soviet  Union,  and  Yugoslavia,  three 
of  the  four  largest  NME  trade  partners  of  the  United  States.  The 
PRC  moved  from  a  trade  deficit  of  $38.3  million  in  the  first  quarter 
to  a  $5.5  positive  balance  in  its  U.S.  trade  in  the  second  quarter.  In 
the  same  period,  the  Soviet  Union  reduced  its  U.S.  trade  deficit  from 
$697.6  million  to  $607.9  million.  Yugoslavia  increased  its  existing 
positive  trade  balance  from  $19.5  million  to  $26.7  million. 

The  PRC  was  able  to  improve  its  trade  balance  with  the  United 
States  because  Chinese  imports  of  U.S.  goods  were  curtailed  sharply 
in  the  second  quarter.  The  Appendix  tables  show  that  the  decrease  in 
PRC  imports  is  attributable  mainly  to  the  disappearance  of  aluminum 
ingot  imports  from  the  trade  data  in  the  second  quarter,  after  $25.6 
million  of  this  product  was  recorded  in  the  first  quarter.2  PRC  also 
imported  much  smaller  amounts  of  gas  compressors  and  turbines, 
steel  scrap,  air  compressors,  and  steam  boilers.  China  exported  slightly 
more  to  the  U.S.  in  the  second  quarter  as  well. 

TABLE  2.— U.S.  IMPORTS  FROM  THE  INDIVIDUAL  NONMARKET  ECONOMIES  IN  1974,  1975,  THE   1ST   AND   2D 
QUARTERS  OF  1976  AND  THE  2D  QUARTER  OF  1975  » 

[In  thousands  of  U.S.  dollars] 

First  Second  Second 

quarter  quarter  quarter 

Country  1974  1975  1976  1976  1975 

People's  Republic  of  China 105,756  156,271  47,065  39,686  34,670 

U.S.S.R 334,020  242,411  42,693  53,956  54,231 

Poland 263,173  241,297  76,280  78,746  55,753 

Yugoslavia 261,683  248,887  83,493  102,099  50,698 

Romania 125,820  135,057  46,494  45,203  17,534 

Czechoslovakia 43,852  35,567  7,880  8,357  6,614 

Democratic  Republic  of  Germany 13,377  9,996  3,348  2,824  2,149 

Hungary 74,063  34,966  12,339  9,734  7,933 

Bulgaria 4,374  4,785  1,938  2,907  868 

Albania _.  484  2,824  201  282  181 

Cuba 2  3 1  1 

People's  Republic  of  Mongolia 1,360  1,646  644 705 511 

Total  all  countries  itemized  above..        1,227,963         1,113,711  322,375  344,  501 231, 143 

Total   U.S.     imports     from    all 
countries 100,125,800       96,515,103       27,188,884       29,062,080         22,947,398 

1  Imports  for  consumption. 

Source:  U.S.  Department  of  Commerce,  Bureau  of  East-West  Trade. 

The  U.S.S.R.  deficit  was  reduced  because  grain  shipments  to  the 
Soviet  Union  in  the  second  quarter  were  over  $80  million  less  than  in 
the  January-March  period.  In  the  case  of  U.S.  trade  with  Yugoslavia, 
both  imports  from  and  exports  to  that  country  grew  significantly  in 
the  second  quarter,  although  U.S.  imports  increased  more,  producing 
an  enlarged  U.S.  deficit.  The  growth  in  U.S.  imports  from  Yugoslavia 

2  The  Appendix  tables  show  detailed  U.S.  import  and  export  trade  with  the  individual  NME  countries 
for  the  leading  items  traded. 


was  led  by  higher  inbound  shipments  of  basic  metal  products.  Imports 
of  unwrought  copper,  lead,  and  zinc,  and  ferrochrome  were  all  larger 
in  the  second  quarter  than  in  the  first.  United  States  exports  to  Yugo- 
slavia also  grew  in  the  period  with  shipments  of  soybean  oil-cake, 
passenger  aircraft,  rolling  mill  machinery,  and  track] aying  tractors 
leading  the  expansion. 

Poland  was  the  only  NME  trading  partner  among  the  four  largest 
partners  to  show  a  trade  balance  deterioration  in  the  three  months 
from  April  to  June.  Exports  to  Poland  were  over  $18  million  greater, 
with  shipments  of  cotton  and  wheat  showing  the  most  growth.  U.S. 
imports  of  Polish  goods,  meanwhile,  remained  nearly  unchanged  from 
the  first  quarter.  Through  the  first  six  months  of  1976  Poland  has 
accumulated  a  trade  deficit  of  $157  million  with  the  United  States. 
At  this  rate  Poland's  deficit  with  the  United  States  threatens  to  be 
only  slightly  below  the  level  reached  in  1975. 

TABLE  3.-U.S.    EXPORTS  TO  THE  INDIVIDUAL  NONMARKET  ECONOMY  COUNTRIES  IN  1974,  1975,  THE 
FIRST  AND  SECOND  QUARTERS  OF  1976  AND  THE  SECOND  QUARTER  1975 

[Thousands  of  U.S.  dollars] 

First  Second  Second 

quarter  quarter  quarter 

Country  1974  1975  1976  1976  1975 

People's  Republic  of  China 820,480  303,631  85,418  34,163  77,264 

U.S.S.R 611,888  1,832,607  740,336  661,877  245,330 

Poland 394,588  580,084  146,551  164,879  112,404 

Yugoslavia 309,793  323,499  63,957  75,401  78,692 

Romania 277,116  189,278  43,042  46,175  47,903 

Czechoslovakia 48,582  52,900  20,648  44,411  15,168 

Democratic  Republic  of  Germany 20,882  17,179  5,819  23,423  3,031 

Hungary 56,172  76,052  19,394  15,221  21,915 

Bulgaria 21,965  29,298  17,419  20,377  9,157 

Albania.. 485  663  480  177  55 

Cuba 71  35  60  9  19 

People's  Republic  of  Mongolia 9  43  6  17  5 


Total,  countries  itemized  above  L.        2,562,031         3,405,268         1,143,130         1,086,130  610,942 

Total,  U.S.  exports  to  all  countries  K      97, 143,  449      106, 156,  726       26,  992,  752       30,  061,  884         26,  334,  225 

1  These  figures  do  not  correspond  exactly  to  those  given  in  table  1  because  export  figures  in  table  1  include  U.S.  exports 
of  foreign  merchandise  whereas  figures  in  this  table  do  not.  Also,  in  the  case  of  total  U.S.  exports,  figures  in  this  table 
include  Department  of  Defense  Military  Assistance  shipments,  whereas  corresponding  figures  in  table  1  do  not  include 
these  shipments. 

Source:  U.S.  Department  of  Commerce,  Bureau  of  East-West  Trade. 

Among  the  remaining  NME  trading  partners  of  the  United  States, 
the  balance  of  trade  with  Romania  moved  from  a  slight  negative 
balance  to  a  slight  positive  position,  although  the  level  of  trade,  both 
imports  and  exports,  was  very  similar  to  the  level  of  the  first  quarter. 
Czechoslovakia  and  the  German  Democratic  Republic  realized  larger 
trade  deficits  in  the  second  quarter  while  Hungary's  and  Bulgaria's 
positions  were  at  the  same  level. 

The  movements  in  the  relative  trade  balances  of  United  States 
trade  with  the  individual  NME's  roughly  paralleled  the  movements 
in  individual  NME  trade  balances  with  all  developed  Western  trading 
partners  in  the  second  quarter.  The  trade  positions  of  the  NME's 
have  become  a  growing  issue  in  recent  months  as  continuing  negative 
NME  trade  balances  with  the  West  have  resulted  in  growing  levels  of 
indebtedness  to  the  West.  Nevertheless,  there  are  some  signs  of 
improvement,  at  least  among  the  larger  NME's.  Most  notably  the 
Soviet  Union,  which  had  run  up  a  very  large  trade  deficit  of  $1.7 


billion  in  its  trade  with  the  West  during  the  first  quarter,  reduced 
its  deficit  to  $0.5  billion  in  the  second  three-month  period,  according 
to  one  published  report.3  Yugoslavia's  actions,  which  were  taken  last 
3^ear  to  curb  trade  deficits,  have  been  effective  and  that  country  will 
reduce  some  of  the  import  restrictions  that  had  been  used  to  balance 
its  trade.  Finally,  the  People's  Republic  of  China  reduced  its  deficits 
to  the  West  very  significantly  in  1975  after  incurring  large  deficits, 
by  China's  standards,  in  1974.  Early  indications  are  that  China's 
deficit  in  1976  also  will  be  moderate. 

While  these  three  countries  have  been  reducing  their  trade  deficits 
to  the  West,  other  NME  countries  have  not  been  as  successful  in  this 
quest.  Generally  the  East  European  countries  have  been  plagued  by 
rising  imported  fuel  costs,  insufficient  agricultural  output,  and  prob- 
lems in  exporting  to  the  West.  Latest  International  Monetary  Fund 
figures  show  that  during  the  second  quarter,  the  NME's  in  East 
Europe,  including  multinational  organizations  of  these  countries, 
borrowed  over  $1.1  billion  through  bond  issues  and  publicized  Euro- 
currency credits.4  In  addition,  Romania,  which  has  access  to  IMF 
and  World  Bank  financing  through  its  membership  in  those  organiza- 
tions, has  borrowed  heavily  from  them  this  year.  Also,  these  countries 
have  borrowed  extensively  through  private  channels  and  through 
bilateral  credit  made  available  by  Western  governments. 

A  major  problem  besetting  the  East  European  members  of  Comecon 
is  that  the  Soviet  Union  has  told  these  countries  that  they  will  have 
to  be  less  dependent  on  the  Soviet  Union  for  supplies  of  petroleum 
and  grain.  As  a  result,  the  East  Europeans  have  had  to  buy  these 
commodities  in  hard-currency  markets.  Increasingly  the  East  Euro- 
peans have  been  buying  U.S.  grain.  Table  4  shows  U.S.  grain  ship- 
ments to  these  countries  in  recent  periods.  Bulgaria,  Czechoslovakia, 
and  the  German  Democratic  Republic  have  already  imported  much 
more  grain  from  the  United  States  in  the  first  half  of  this  year  than 
they  imported  in  all  of  1975.  The  figures  for  grain  imports  by  these 
countries  overstate,  however,  the  real  increases  in  imports  from  the 
United  States.  In  the  past  these  countries  imported  some  U.S.  grain 
indirectly,  either  from  the  Soviet  Union  or,  as  in  the  case  of  the 
GDR,  from  grain  brokers  in  Western  Europe. 

One  result'of  the  direct  grain  purchases  from  the  United  States  is 
that  the  East  European  countries  seem  to  have  a  growing  interest  in 
establishing  grain  agreements  with  the  United  States  in  order  to 
regularize  this  trade. 

3  Journal  of  Commerce,  Sept.  13,  1976,  p.  11. 

«  IMF  Survey  (Washington,  D.C.;  I.M.F.),  vol.  5,  no.  17  (September  6, 1976),  p.  260. 


TABLE  4.-U.S.  EXPORTS  OF  CEREALS  AND  CEREAL  PREPARATIONS  TO  THE  NONMARKET  ECONOMIES  AND  TO  THE 
WORLD  IN  1975,  SECOND  QUARTER  1975,  FIRST  QUARTER  1976,  AND  SECOND  QUARTER  1976  « 

[In  thousands  of  U.S.  dollars] 

Second  First  Second 

quarter  quarter  quarter 

Country  1975  1975  1976  1976 

Bulgaria 14,780                7,429  12,555  15,900 

Czechoslovakia 62  4,004  13,420 

German  Democratic  Republic 6,816  3,803  19,931 

Hungary 92  269  130 

People's  Republic  of  China 

Poland 255,243               27,507  82,841  93,510 

Romania 73,716               28,909  6,307  10 

U.S.S.R 1,105,488               97,120  508,115  421,859 

Yugoslavia 


Total  U.S.  cereal  exports  to  the  nonmarket  econ- 
omy countries 


42  _. 

139 

8 

1,  456,  239 

160,  965 

618,  003 

564,  768 

11,643,083 

2.  338,  962 

2,677,118 

2,  700,  414 

Total  U.S.  cereal  exports  to  the  world 11,643,083 

U.S.  exports  of  cereals  to  the  nonmarket  economies  as  a 
percent  of  total  cereal  exports 12.5  6.9  23.1  20.9 

1  Based  on  Schedule  B,  Division  04. 

Source:  U.S.  Department  of  Commerce  publication  FT410  and  the  Bureau  of  East-West  Trade,  U.S.  Department  of 
Commerce. 

Poland  signed  one  such  agreement  in  November  of  last  year.  Re- 
cently the  German  Democrat  Republic  has  expressed  an  interest  in 
establishing  a  similar  arrangement. 

Late  developments  in  crop  projections  present  a  mixed  picture  as 
to  the  level  of  future  U.S.  grain  shipments  to  East  Europe  and  the 
Soviet  Union.  The  drought  that  affected  Western  Europe  this  summer 
also  had  an  impact  on  agriculture  in  some  East  European  countries, 
possibly  requiring  more  grain  imports  than  had  been  expected.  On  the 
other  hand,  projections  for  Soviet  grain  output  have  been  revised 
upward,  and  it  is  now  expected  that  the  Soviet  Union  will  not  import 
as  much  grain  over  the  next  year  as  had  been  predicted.  Under  the 
terms  of  the  U.S.-U.S.S.R.  grain  agreement,  the  Soviets  are  required 
to  purchase  6  million  metric  tons  of  wheat  and  corn  from  the  United 
States  for  delivery  during  the  year  following  October  1.  In  the  second 
quarter  the  Soviets  purchased  2.2  million  tons  of  this  grain,  and  since 
the  end  of  June  additional  purchases  have  pushed  the  total  to  nearly 
5  million  tons.  With  the  earlier,  low  predictions  on  Soviet  grain  out- 
put, it  was  expected  that  the  Soviets  would  ask  the  United  States  for 
permission  to  purchase  more  than  the  8  million  metric  tons  allowed 
under  the  terms  of  the  agreement.5  With  the  new  higher  crop  projec- 


5  Under  the  agreement  the  Soviets  may  purchase  up  to  8  million  tons  of  grain  contingent  only  on  U.S. 
supplies.  To  purchase  more  than  8  million  tons,  however,  requires  a  request  to  the  U.S.  Government. 
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tions  the  expectation  is  that  the  Soviets  will  require  less  than  8  million 
tons  of  U.S.  grain. 

The  importance  of  grain  in  U.S.  exports  to  the  NME's  is  indicated 
clearly  in  table  5,  which  shows  the  broad  commodity  structure  of  U.S. 
exports  to  the  individual  NME's  and  to  the  NME's  as  a  group.  During 
the  second  quarter  over  60  percent  of  U.S.  exports  to  the  NME's  fell 
into  the  food  and  live  animals  classification  (SITC  commodity  code  0). 
Exports  in  the  next  most  important  classification,  machinery  and 
transport  equipment,  were  not  half  as  great  as  the  grain  trade.  Table  5 
shows  that  80  percent  of  U.S.  shipments  of  the  machinery  and  trans- 
port equipment  went  to  only  two  countries,  the  Soviet  Union  and 
Yugoslavia.  These  shipments  consisted  in  the  main  of  tracklaying 
tractors,  oil-well  pumps,  foundr}7  machines,  metalcutting  machines, 
and  passenger  aircraft.  The  third  most  important  export  product 
classification,  crude  materials,  equaled  less  than  10  percent  of  total 
U.S.  exports  to  the  NME's.  Products  exported  in  this  class  included 
cotton   so}^beans,  and  cattle  hides. 

The  import  structure  of  U.S.  trade  with  the  NME's  in  the  second 
quarter  appears  in  table  6.  A  more  diverse  range  of  products  is  evident. 
The  biggest  share  of  imports,  31  percent,  is  catalogued  in  SITC  group 
6,  manufactured  goods,  classified  by  chief  material.  Exports  from 
Yugoslavia  and  the  Soviet  Union  account  for  a  large  share  of  these 
products.  From  Yugoslavia  shipments  of  wrought  and  unwrought 
copper  and  aluminum  products,  zinc,  silver  bullion,  ferroalloys 
and  lead  are  in  this  grouping.  From  the  Soviet  Union,  platinum  group 
metals,  chrome  ore  and  nickel  predominate  in  this  class.  Other  im- 
portant import  groups  include  food  products  (principally  ham)  and 
miscellaneous  manufactured  articles  (footwear,  cotton  clothing,  and 
wooden  chairs). 
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Table  7  compares  the  commodity  structure  of  U.S.  trade  with  the 
NME's  to  the  commodity  structure  of  total  U.S.  trade.  There  are 
important  structural  differences  in  both  imports  and  exports.  Food, 
beverages,  and  tobacco  dominate  U.S.  exports  to  the  NME's  while 
accounting  for  around  15  percent  of  total  U.S.  exports.  On  the  other 
hand,  while  half  of  total  U.S.  exports  to  the  world  falls  into  the 
other  manufactured  goods  class,  only  25.8  percent  of  U.S.  exports  to 
the  NME's  were  so  classified  in  the  second  quarter  of  1976.  On  the 
import  side  the  most  striking  structural  differences  are  that  mineral 
fuels  play  a  much  larger  role  in  total  imports  compared  to  imports 
from  the  NME's  and  that  food  imports  are  much  more  important  in 
imports  from  NME's  than  in  imports  from  the  world. 

Aside  from  the  differences  in  commodity  structure,  another  im- 
portant difference  between  U.S.  total  trade  and  U.S.  trade  with 
NME's  is  that  U.S.  total  trade  is  much  more  stable  than  U.S.  trade 
with  the  NME's.  The  relative  shares  of  the  various  merchandise 
categories  change  very  little  from  period  to  period  in  total  U.S.  trade 
while  there  are  quite  large  changes  in  the  shares  of  categories  in  NME 
trade.  There  are  several  possible  explanations  for  this  dichotomy. 
First,  since  the  level  of  United  States  trade  with  the  NME's  is  small, 
only  small  absolute  changes  need  occur  to  provide  large  changes  in 
the  structure  of  the  trade.  Second,  United  States  trade  with  the 
NME's  is  relatively  new  and  developing. 

TABLE  7.— COMMODITY  COMPOSITION  OF  U.S.  TRADE  WITH  THE  WORLD  AND  WITH  NONMARKET  ECONOMIES 

IN  1975  AND  JANUARY-JUNE  1976 

[In  percent] 


Description 

Total  U.S.  trade 

U.S.  trade  with  nonmarket 
economies 

1975 

January-    Ja 
June 
1975 

nuary- 
June 
1976 

1975 

January- 
June 
1975 

January- 
June 
1976 

Schedule  B 
Nos.: 

0,1 

2,4 

EXPORTS 

.  Food,  beverages,  and  tobacco 

.  Crude  materials .  

15.8 
10.1 
4.2 
8.1 

10.4 

51.4 

15.4 
10.5 
4.3 
8.3 

10.6 

51.0 

14.9 
10.1 
3.6 
8.7 

10.2 

52.5 

46.7 

10.2 

.8 

3.1 

4.9 

34.3 

36.8 

18.6 

.5 

4.5 

4.1 

35.5 

57.7 
8.9 

3 

.  Mineral  fuels  and  lubricants 

.4 

5 

6 

7,8,9.. 

.  Chemicals 

.  Manufactured  goods,  classified   by 
chief  materials 

.  Other  manufactured  goods  and  mis- 
cellaneous  

IMPORTS 

.  Food,  beverages,  and  tobacco 

.  Crude  materials  .. 

2.7 

4.4 
25.8 

Total.. 

100.0 

100.0 

100.0 

100.0 

100.0 

100.0 

Schedule  A 
Nos.: 

0,1 

2,4... 

10.2 
6.3 

27.7 
3.8 

15.3 

36.7 

9.9 

6.3 

27.2 

4.1 

16.8 

35.6 

9.9 

6.0 

27.6 

4.0 

14.5 

38.0 

19.9 
7.4 

17.2 
4.3 

29.0 

22.1 

19.9 
8.0 

13.4 
4.6 

32.3 

22.0 

22.9 
7.5 

3 

.  Mineral  fuels  and  lubricants 

10.0 

5 

6 

7,8,9.. 

.  Chemicals 

.  Manufactured  goods,  classified  by 
chief  materials 

.  Other  manufactured  goods  and  mis- 
cellaneous  

4.9 
28.7 
25.7 

Total.. 

100.0 

100.0 

100.0 

100.0 

100.0 

100.0 

Source:  U.S.  Department  of  Commerce,  Bureau  of  the  Census  publication  FT-990  and  Bureau  of  East-West  Trade. 
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There  is  no  surprise  that  the  trade  patterns  are  not  as  stable  as  in 
trade  with  some  of  our  more  traditional  trading  partners.  Finally, 
and  perhaps  most  importantly,  the  institutional  structure  of  East- 
West  trade  is  different  from  West-West  trade  in  fundamental  ways 
that  may  prevent  this  trade  from  ever  becoming  as  regular  as  trade 
among  Western  developed,  and  developing,  countries.  To  give  one 
example,  consider  that  a  large,  and  apparently  growing,  share  of  trade 
among  developed  countries  involves  trade  between  related  firms. 
Trading  relationships  of  this  type  are  much  more  stable  than  the 
arms-length  transactions  that  dominate  U.S.  trade  with  the  NME's. 
Of  course,  cooperative  production  and  trading  ventures  are  becoming 
more  widespread  in  East-West  commercial  relations,  but  these 
schemes  are  still  relativel}r  unimportant. 

Figures  1  and  2  show  the  distribution  of  U.S.  import  and  export 
trade  among  the  NME's.  Figure  1  show  that  there  has  been  little 
change  through  the  first  six  months  of  1976  compared  to  1975  with 
regard  to  the  distribution  of  U.S.  imports  from  the  NME's.  Yugoslavia 
and  Poland  have  increased  their  shares  of  NME  exports  to  the  United 
States,  while  the  Soviet  Union's  share  has  declined.  In  contrast  to  the 
position  held  by  the  Soviet  Union  in  exports  to  the  United  States, 
observe  that  the  U.S.S.K.  dominates  the  NME  imports  from  the 
United  States  with  62.9  percent  of  the  total  in  the  first  half  of  1976, 
up  from  53.8  percent  in  1975  (see  figure  2).  The  shares  of  other  NME 
countries  have  fallen,  except  for  the  group  of  countries  labeled  "All 
others,"  which  has  increased  its  share  marginally  compared  to  1975. 

Analyses   of  Those  Imports  From  the  NME's  That  Have  a 
Growing  Significance  in  U.S.  Markets 

The  previous  report  in  this  series  presented  the  results  of  a  study 
that  identified  those  imports  from  the  nonmarket  economies    that 


Figure  1. — Relative  shares  of  U.S.  imports  from  the  nonmarket  economies  in 
1975  and  the  first  half  of  1976 
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Figure  2. — Relative  shares  of  U.S.  exports  to  the  nonmarket  economies  in  1975 

and  the  first  half  of  1976 
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*  Czechoslovakia  GDR,  Hungary,  Bulgaria,  Albania,  Cuba,  Mongolia. 
Source:  Table  3. 

increased  significantly  in  value  between  1974  and  1975.6  In  that 
study,  145  products  were  identified  and  analyzed  with  respect  to  their 
penetration  into  the  U.S.  market  and  their  impact  on  U.S.  industry. 
The  analyses  of  these  products  were  not  completely  comprehensive 
because  of  the  large  number  of  products  involved.  The  general  con- 
clusion of  the  study  was  that  there  were  few  product  areas  that  were 
experiencing  even  minor  competitive  problems  because  of  imports 
from  the  NME's.  The  most  useful  aspect  of  the  study  was  that  it 
served  to  identify  those  product  areas  where  further  increases  in 
imports  from  the  NME's  might  be  disruptive. 

The  analyses  contained  in  the  current  report  are  extension  of  those 
in  the  first  study.  Fewer  products  were  analyzed,  but  the  analyses 
were  more  critical.  Again,  the  main  criterion  for  the  inclusion  of  a 
product  in  the  study  was  increasing  imports  of  the  product  from  the 
NME's.  Import  trends  through  June  1976  were  observed.  With  one 
exception,  hops,  the  products  discussed  below  were  originally  identified 
in  the  previous  analysis. 

Again  the  general  conclusion  for  the  products  studied  is  that  imports 
from  the  NME's  are  not  causing  significant  problems  for  the  domestic 
industay.  In  the  majority  of  cases  the  domestic  industry  was  found 
to  be  in  a  healthy  condition.  In  one  or  two  cases  this  statement  could 
not  be  made,  but  in  these  cases  the  problems  of  the  industry  were 
related  more  to  the  current  state  of  the  economy,  imports  from  non- 
NME  sources,  or  other  factors. 


CANNED   HAM 


Over  the  past  several  years,  imported  canned  hams  7  have  supplied 
about  40  percent  of  domestic  canned  ham  consumption.  The  major 
suppliers  are  Denmark,  the  Netherlands,  Poland,  and  Yugoslavia. 


6  See  Quarterly  Report  to  the  Congress  and  the  East-West  Foreign  Trade  Board,  No.  6.  "Trade  Between 
the  United  States  and  the  Nonmarket  Economy  Countries,"  Washington,  June  1976  (USITC  Pub.  782), 
pp.  15-52. 

7  Imports  of  canned  ham  are  divided  into  two  classifications,  TSUSA  item  107.3515,  hams  and  shoulders, 
boned,  cooked,  less  than  3  pounds,  and  TSUSA  item  107.3525,  hams  and  shoulders,  boned,  cooked,  over  3 
pounds.  The  two  items  are  considered  together  because  they  are  produced  by  the  same  industry. 
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Other  NME  suppliers  are  Czechoslovakia,  Hungary,  Romania,  and 
Bulgaria.  Although  total  imports  have  been  decreasing  (see  table  8), 
the  quantity  and  share  supplied  by  the  NME's  has  increased.  In  1975 
imports  of  canned  ham  from  the  NME's  accounted  for  42.4  percent  of 
the  quantity  and  39.6  percent  of  the  value  of  total  imports.  In  contrast, 
in  1974,  the  NME's  supplied  32.9  percent  of  the  quantity  and  30.1 
percent  of  the  value  of  total  imports  of  canned  hams. 

TABLE  8.— U.S.  IMPORTS  OF  CANNED  HAM  (TSUSA  107.3515  AND  107.3525) 


Country 


1973 


1974 


1975 


January  to 
June  1976 


Quantity  (1,000  lb) 


Denmark 126,375  112,036  88,502  47,018 

Netherlands .         92,497  77,708  68,629  29,206 

Nonmarket  economies  (NME's): 

Czechoslovakia 259  782  339  773 

Hungary 4,951  7,803  9,726  5,573 

Poland 54,002  58,020  75,070  38,722 

Yugoslavia 18,991  19,638  26,444  16,219 

Romania 6,002  8,402  5,928  3,666 

Bulgaria 292  310 

Total,  NME's  listed  above 

Total,  countries  listed  above 

Total  U.S.  canned  ham  imports 

Percentage  of  total  supplied  by  NME's 

Denmark.. 

Netherlands. 

Nonmarket  economies  (NME's): 

Czechoslovakia 291  731  443  1,109 

Hungary 5,137  7,325  12,026  8,479 

Poland 64,642  63,667  98,509  60,689 

Yugoslavia 22,341  20,475  35,183  24,083 

Romania... 5,486  8,396  6,916  4,890 

Bulgaria 286  697 

Total,  NME's  listed  above 

Total  U.S.  canned  ham  imports 

Percentage  of  total  supplied  by  NME's 26.2  30.1 


84,  205 

94,  937 

117,817 

64,  953 

303,  077 
207,  225 

284,  061 
288,  483 

274,  948 
277,  800 

141,177 
142,  888 

27.4 

32.9 

42.4 

45.4 

Value  (thousands) 

$156,  474 

$137,  069 
92,  344 

$129,605 
100,  268 

$76, 116 

114,  294 

47,  469 

97,  897 

100,  890 

153,  774 

99,  250 

368.665 
374,027 

330,303 
334,  832 

383,647 
387,  096 

222,835 
225,  497 

39.6 


44.0 


Source:  U.S.  Department  of  Commerce,  Bureau  of  Census  publication  IM-146. 

As  the  table  shows,  the  decrease  in  total  U.S.  canned  ham  imports 
in  1974  and  1975  resulted  from  a  sharp  drop  in  the  amount  of  ham 
imported  from  Denmark  and  the  Netherlands.  The  decrease  in 
imports  in  1975  from  these  European  Community  countries  is  related 
to  actions  taken  by  the  United  States  that  threatened  to  impose 
countervailing  duties  against  EC  canned  ham  because  of  subsidies 
paid  to  the  producers  of  these  products.  Under  the  EC's  Common 
Agricultural  Policy  (CAP),  subsidies  have  been  in  effect  on  pork 
products  since  1967.  Shortly  after  the  imposition  of  these  subsidies, 
U.S.  producers  began  to  complain,  but  no  countervailing  duty  action 
was  taken  until  provisions  in  the  Trade  Act  of  1974  required  the 
Secretary  of  the  Treasury  to  take  action  on  these  complaints.  In 
response  to  the  threat  of  countervailing  duties,  the  EC  reduced  the 
level  of  the  ham  subsidies  to  an  average  level  of  15  cents  per  pound, 
In  bilateral  negotiations  between  the  United  States  and  the  EC,  the 
subsidy  reduction  by  the  EC  was  accepted  by  the  United  States  as  an 
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interim  solution,  and  the  countervailing  duties  were  waived  until 
1979,  pending  further  developments  in  the  canned  ham  market  which 
might  then  result  in  further  negotiations. 

The  action  by  the  EC  in  reducing  its  subsidies,  and  canned  ham 
exports  to  the  United  States  is  partially  responsible  for  the  surge  in 
U.S.  imports  from  the  NME's.  In  another  EC-related  activit}^,  the 
entrance  of  Great  Britain  into  the  EC,  and  the  concomitant  increase 
in  British  tariffs  on  agricultural  products  also  is  believed  to  be  partially 
responsible  for  Polish  ham  exports  being  diverted  from  Britain  to 
the  United  States. 

The  U.S.  tariff  rate  for  canned  ham  is  3  cents  per  pound  for  both 
Column  1  and  Column  2  countries.  Hence,  the  ad  valorem  equivalent 
is  higher  than  average  when  the  unit  value  is  lower  than  average. 
As  the  NME  countries  have  generally  lower  unit  values  on  canned  ham 
than  their  EC  counterparts,  their  ad  valorem  equivalent  (AVE)  duty 
rate  is  higher. 

Given  the  increasing  prices  of  imported  canned  ham,  the  AVE  duty 
has  become  smaller.  In  1975,  for  example,  the  average  AVE  duty 
on  all  imported  canned  ham  was  just  over  2.1  percent,  down  from  2.6 
percent  in  1975.  However,  duties  on  imported  ham  would  seem  to  be 
relatively  unimportant  even  if  these  duties  were  higher,  for  domesti- 
cally produced  canned  ham  undersells  its  imported  counterpart 
by  30  to  50  cents  per  pound.  Some  of  this  price  differential  is  attribu- 
table to  the  higher  qualit}'  of  imported  ham.  Imported  canned  ham 
is  often  leaner,  more  flavorful,  and  trimmed  and  packaged  better 
than  the  domestic  variety.  In  addition,  domestic  prices  are  lower  than 
those  of  imports  because  the  United  States  is  more  efficient  in  the 
production  of  pork  than  virtually  any  other  country.  Feed  is  the  main 
cost  in  the  production  of  pork  and  the  United  States  is  more  efficient 
in  producing  feed  than  other  pork  producing  countries.  The  Danish 
industry,  in  particular,  has  become  less  efficient  as  soybean  meal  feed 
became  more  expensive. 

The  domestic  pig  crop  in  1975  was  the  smallest  since  1937.  High 
corn  prices  made  it  profitable  for  farmers  to  sell  their  corn  in  the 
cash  grain  market  rather  than  to  use  it  for  pig  feed.  Many  farmers  not 
only  reduced  the  size  of  their  operations  but  exited  the  hog  business 
entirely.  The  small  pig  crop  pushed  up  domestic  pork  prices.  In  fact, 
cash  receipts  from  marketings  of  hogs  in  1975  were  the  highest  on 
record. 

The  December  1975-May  1976  pig  crop  in  the  United  States  was  16 
percent  above  the  crop  for  the  same  period  in  the  previous  year.  This 
development  has  occurred  for  two  reasons.  First,  as  the  price  and 
return  on  hogs  increased,  it  became  more  profitable  to  raise  hogs  than 
to  sell  corn  on  the  cash  grain  market.  Secondly,  forecasts  of  a  large 
domestic  corn  crop  have  pushed  the  price  of  corn  down.  When  pros- 
pective corn  prices  to  the  individual  approach  his  costs,  he  will  try  to 
improve  his  return  by  using  the  corn  for  feed. 

Although  preserved  or  prepared  pork  is  produced  in  nearly  all 
parts  of  the  United  States,  the  major  producing  area  is  the  Midwest. 
The  number  of  firms  declined  from  1,374  in  1967  to  1,297  in  1972. 
Of  these,  550  had  less  than  20  emplo}~ees.  Because  of  high  labor  and 
transportation  costs,  hog  slaughtering  operations  in  recent  years 
have  been  decentralized  from  large  multipurpose  plants  to  smaller 
operations  located  in  the  areas  where  hogs  are  grown. 
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Table  9  shows  the  import  penetration  of  canned  ham  with  canned 
ham  imports  as  a  ratio  to  total  ham  consumption,  both  canned  and 
uncanned.  With  the  exception  of  1974,  imports  have  been  rising  slowly 
as  a  percentage  of  total  domestic  ham  consumption.8  In  absolute 
terms,  however,  the  quantity  of  imports  decreased  during  the  period 
1972-June  1976. 

TABLE  9.-RATI0  OF  CANNED  HAM  IMPORTS  TO  U.S.  PORK  AND  HAM  CONSUMPTION,  1972-75  AND  JANUARY- 
JUNE  1976 


Total  canned  ham 

NME  canned  ham 

imports 

as  a 

imports  as  a 

Pork  con- 

Ham con- 

Total canned 

percentage  of— 

Canned  ham 
imports  - 
from  all 

percentage  of— 

Pork 

Ham 

Pork            Ham 

sumption1 

sumption  12 

ham  imports  1 

consump-  consump- 

NME's!   consump-     consump- 

Year 

(1,000  lb) 

(1,000  lb) 

(1,000  lb) 

tion 

tion 

(1,000  lb) 

tion             tion 

1972 

.  14,077,354.3 

3,  209,  636.  8 

403,  583. 2 

2.9 

12.6 

115,910.9 

0.8              3.6 

1973 

.  12,962,020.3 

2,  955,  340.  6 

414,  754.  3 

3.2 

14.0 

113,714.9 

.9              3.8 

1974 

.  14,115,302.6 

3,  218,  289.  0 

389,  452.  0 

2.8 

12.1 

128, 164.  2 

.9              4.0 

1975 

.  11,701,398.8 

2,667,918.9 

375,  029. 3 

3.2 

14.1 

159,  069.  2 

1.4               6.0 

1976  (January- 

June) 

.    5,970,315.8 

1,  361,  232.  0 

192,  898.  2 

3.2 

14.2 

87,  733. 9 

1.5               6.4 

1  In  careass  weight.  Carcass  weight  is  obtained  by  multiplying  net  weight  by  1.35. 

2  Ham  consumption  is  obtained  by  taking  22.8  percent  of  pork  consumption.  22.8  percent  represents  the  amount  of  pork 
production  which  is  ham. 

Source:  U.S.  Department  of  Agriculture  statistics. 

As  the  table  indicates,  the  percentage  of  ham  consumption  supplied 
by  imports  from  nonmarket  economy  countries  rose  from  3.6  percent  in 
1972  to  6.0  percent  in  1975  and  6.4  percent  in  the  first  6  months  of 
1976.  Hams  from  Poland  and  Yugoslavia  have  been  the  principal  rea- 
son for  the  increase  in  the  percentage. 

Imports  of  canned  ham  account  for  almost  95  percent  of  total  pork 
imports.  Compared  to  total  pork  consumption,  imports  of  canned  ham 
accounted  for  between  2.8  and  3.2  percent  of  domestic  pork  consump- 
tion during  the  period  1972-June  1976.  Canned  ham  imports  from 
Poland,  the  source  of  most  imported  ham  from  the  NME's,  accounted 
for  0.6  percent  of  domestic  pork  consumption  in  1972,  1973,  and  1974, 
0.9  percent  of  domestic  pork  consumption  in  1975  and  the  first  6 
months  of  1976. 

HOPS 

Hops,  TSUSA  item  192.2500,  are  the  cone-like  female  flowering 
part  of  certain  varieties  of  a  perennial  vine.  They  are  used  almost 
exclusively  to  provide  a  distinctive  flavor  to  beer  and  other  fermented 
malt  beverages. 

As  shown  in  table  10,  the  principal  suppliers  of  hops  to  the  United 
States  in  1975  were  West  Germany,  Yugoslavia,  France,  Czechoslo- 
vakia, and  Poland.  In  terms  of  value  West  Germany  supplied  62.9 
percent  of  total  imports,  Yugoslavia  supplied  26.6  percent,  Poland 
supplied  3.1  percent,  Czechoslovakia  supplied  2.6  percent  and  France 
supplied  3.9  percent.  As  a  group  the  nonmarket  economies  supplied 
32.3  percent  of  U.S.  imports  in  1975;  and,  during  the  first  six  months  of 
1976,  the  NME's  have  supplied  25.1  percent  of  total  imports. 

8  Imports  of  canned  ham  might  also  be  compared  to  the  consumption  of  canned  ham.  For  the  period 
1965-74,  this  import/consumption  ratio  varied  between  38  and  48  percent.  However,  since  many  imported 
canned  hams  are  opened,  sliced  and  sold  as  luncheon  meat,  they  are  not  directly  competitive  with  domesti- 
cally produced  canned  ham.  Therefore,  since  canned  ham  imports  include  99.5  percent  of  all  ham  imports, 
comparing  canned  ham  imports  to  total  ham  consumption  presents  a  more  realistic  picture  of  the  competi- 
tive situation. 
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TABLE  10.— U.S.  IMPORTS  OF  HOPS  (TSUSA  192.2500)  IN  1974,  1975  AND  JANUARY  TO  JUNE  1976 


Unit  value      Import  con-     Tariff  (average 

Quantity  Value  (dollars  per  sumption  ratio  ad  valorem 

Country                                               (pounds)  (dollars)  pound)  (by  quantity)  equivalent) 

1974: 

West  Germany.... 10,193,636  13,321,000  1.31  17.8  5.7 

Yugoslavia 3,715,360  3,652,000  .98  6.5  7.6 

France 1,103,580  1,083,000  .98  1.9  7.6 

Poland 79,370  110,000  1.39  .1  5.4 

Czechoslovakia... 239,052  341,000  1.43  .4  16.8 

Other 132,761  146,000  1.10  .2  6.8 


Total 15,463,759  18,652,000  1.21  27.0  6.5 

1975: 

West  Germany 7,493,431  9,838,066  1.31  14.0  5.7 

Yugoslavia 3,685,496  4,160,020  1.13  6.9  6.6 

France 600,158  604,305  1.01  1.1  7.4 

Poland 440,001  479,724  1.09  .8  6.9 

Czechoslovakia.... 240,011  413,004  1.72  .4  13.9 

Other 141,593  140,579  .99  .3  7.6 


Total , 12,600,690  15,635,698  1.24  23.5  6.3 

January  to  June  1976: 

WestGermany. 7,610,118  10,522,829  1.38  NA  5.4 

Yugoslavia.. 1,950,953  2,323,830  1.19  NA  6.3 

France 239,999  247,648  1.03  NA  7.3 

Poland 480,031  623,878  1.30  NA  5.2 

Czechoslovakia 440,348  698,712  1.59  NA  15.1 

Other 88,230  98,961  1.12  NA  6.7 


Total 10,809,679        14,515,858  1.34  NA  6.1 

Source:  U.S.  Department  of  Commerce,  Bureau  of  the  Census,  IM  146. 

Although  total  imports  of  hops  decreased  in  1975  relative  to  1974, 
imports  from  the  three  NME  countries  increased  both  in  quantity  and 
as  a  share  of  consumption.  There  were  no  imports  from  Poland  prior 
to  1974.  Data  for  the  first  six  months  of  1976  indicate  that  the  monthly 
average  of  imports  from  Poland  and  Czechoslovakia  is  substantially 
exceeding  the  monthly  average  for  1975;  imports  from  Yugoslavia 
are  only  slightly  higher  so  far  this  year.  However,  typically,  more 
imports  enter  in  the  first  half  of  the  year  than  in  the  second  half. 

The  United  States  is  a  net  exporter  of  hops.  In  1975  the  United 
States  exported  14,061,127  pounds  of  hops  valued  at  $15,951,444, 
compared  to  total  imports  of  12,600,690  pounds  valued  at  $15,635,698. 
The  United  States  exports  hops  to  many  countries,  including  West 
Germany,  Czechoslovakia,  and  the  Soviet  Union.  In  1975  the  United 
States  exported  592,448  pounds  of  hops  valued  at  $432,945  to  Czecho- 
slovakia, compared  to  imports  of  240,011  pounds  valued  at  $413,004. 
Data  for  1976  indicate  that  the  Soviet  Union's  purchases  thus  far 
have  been  very  small,  compared  to  1975,  reflecting  possible  production 
gains  in  the  Soviet  hop  industry  as  well  as  increased  imports  from 
East  European  countries.  In  1975,  the  Soviet  Union  purchased 
$973,697  worth  of  hops  from  the  United  States,  compared  to  purchases 
of  $183,600  during  the  first  six  months  of  1976. 

There  is  a  significant  difference  between  the  Column  1  duty  rate  of 
7.5  cents  per  pound  and  the  Column  2  rate  of  24  cents  per  pound.  Hops 
from  Czechoslovakia  are  the  only  ones  to  enter  under  Column  2. 
In  1975  the  ad  valorem  equivalent  amounted  to  13.9  percent  for  Czech- 
oslovakia, compared  to  6.3  percent  overall,  6.1  percent  for  all  Column 
1  countries,  and  5.8  percent  for  all  market  economy  countries.  The 
specific  duties  on  hops  tend  to  discourage  the  importation  of  low  value, 
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medium  quality  hops  (of  a  kind  supplied  by  U.S.  producers)  in  favor 
of  higher  quality,  higher  value  hops,  not  in  sufficient  domestic  supply. 
The  application  of  GSP  duty-free  treatment  to  hops  could  have  some 
impact  on  the  U.S.  industry,  since  Yugoslavia  is  a  recipient  of  GSP 
treatment  and  supplies  the  U.S.  with  large  quantities  of  hops.  Also, 
much  of  the  hops  produced  by  Yugoslavia  is  of  medium  qualit}^  and 
is  directly  competitive  with  the  hops  grown  in  this  country. 

The  U.S.  hop  industry  is  the  largest,  most  efficient,  and  most 
advanced  technologically  in  the  world.  Employment  has  declined 
somewhat  over  the  past  five  years,  but  this  development  is  partly 
attributable  to  the  industry's  becoming  more  capital  intensive.  There 
are  about  350  firms  producing  hops,  all  located  in  far  western  states. 
The  industry  is  not  highly  concentrated;  most  producers  are  small 
firms. 

The  United  States  produces  an  average  quality  hop,  although  in 
recent  years  is  has  been  emphasizing  a  higher  quality  product.  In 
addition,  the  United  States  recently  has  begun  to  experiment  with 
a  number  of  different  varieties  of  hops  in  an  effort  to  lessen  import 
dependence. 

Imports  from  West  Germany  and  Czechoslovakia  have  a  high  unit 
value,  reflecting  their  premium  quality.  These  hops  are  used  by  only 
two  domestic  producers  of  premium  beer.  Hops  imported  from 
Yugoslavia  and  Poland  have  a  low  unit  value,  reflecting  an  average 
to  slightly  below  average  quality.  As  table  10  indicates,  the  average 
unit  value  for  all  imported  hops  was  $1.24  in  1975.  In  contrast,  the 
average  unit  value  of  hops  exported  by  the  United  States  in  1975 
was  $1.13. 

BIRCH    PLYWTOOD 

Birch  plywood  is  classified  for  duty  purposes  under  TSUS  item 
240.14  if  it  has  a  plain  face  ply  of  birch  or  a  face  ply  of  that  species 
finished  with  a  clear  or  transparent  material.  The  designation"  birch 
plywood"  means  that  the  exposed  face  ply  is  made  of  birch. 

TSUS  item  240.14  is  divided  into  three  subcategories,  each  with 
a  duty  of  7.5  percent  ad  valorem  for  Column  1  and  50  percent  ad 
valorem  for  Column  2.  The  first,  240.1420,  consists  of  the  thin  plywood 
panels  used  for  doorskins.  This  item  currently  is  not  being  imported 
from  any  nonmarket  economy  countries.  The  other  two  items, 
240.1440  and  240.1460,  are  larger  plywood  panels,  either  face-finished 
with  a  clear  glaze  or  not.  Both  of  these  items  are  being  imported  in 
increasing  quantities  from  the  Soviet  Union.  The  other  major  suppliers 
are  Canada,  Japan,  and  Finland.  These  two  items  are  considered 
together,  since  they  are  often  interchangeable. 
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TABLE  11.— U.S.  IMPORTS  OF  BIRCH  PLYWOOD  CLASSIFIED  UNDER  TSUSA  ITEMS  240.1440  AND  240.1460,  1972  TO 

1975  AND  THE  1ST  6  MO  OF  1976 


1972 


1973 


1974 


1975 


January  to 
June  1976 


Quantity  in  thousands  of  square  feet 


Gross  imports 

U.S.S.R 

Canada 

Finland 

Japan 

Import  consumption   ratio  for  U.S.S.R, 
imports  > 

Gross  imports 

U.S.S.R 

Canada 

Finland 

Japan 

Gross  imports 

U.S.S.R 9.8 

Canada 14. 1 

Finland 17.8 

Japan 14.3 


202, 193 

169,  929 

103,758 

83,  599 

49,  279 

6,  559 
15,495 

12,571 
17,629 
59,  208 
79,  790 

9,979 

8,763 

27,  832 

56,  035 

7,366 

6,932 

15,  600 

53,512 

11,362 
5,602 

77,  600 

9,513 

102, 049 

22,801 

0.6 

1.3 

1.6 

1.5 

NA 

Value  in  thousands  of  U.S. 

dollars 

31,  399 

34,  408 

23,411 

16,  328 

9,637 

641 
2, 179 

13,  847 

14,  626 

1,203 
2,925 
16,  424 
13,801 

1,267 

1,718 

9,914 

10,  352 

898 
1,269 
4,941 
9,212 

1,158 

984 

2,564 

4,931 

Unit  value- 

-cents  per  square  foot 

15.5 

20.2 

22.6 

19.5 

19.6 

9.6 

12.7 

12.2 

10.2 

16.6 

19.6 

18.3 

17.6 

27.7 

35.6 

31.7 

27.0 

17.3 

18.5 

17.2 

21.6 

1  These  figures  are  computed  for  domestic  consumption  of  all  birch  plywood  classes,  including  TSUSA  item  240.1420. 
Source:  Official  U.S.  Government  publications. 

The  quantity  of  imports  of  birch  plywood  from  the  Soviet  Union 
has  risen  dramatically  in  1976  from  the  level  in  previous  years.  In 
the  first  6  months  of  1976,  the  quantity  of  imports  surpassed  the  level 
of  imports  for  all  previous  full  years  except  for  the  peak  year  1973 
(see  table  11).  In  addition,  the  Soviet  Union's  share  of  total  U.S. 
imports  of  birch  plywood  increased  from  3.2  percent  in  1972  to  9.6 
percent  in  1974  to  23.1  percent  for  the  January-June  1976  period. 
In  terms  of  value,  the  Soviet  Union's  share  of  imports  rose  gradually 
from  2.0  percent  in  1972  to  5.5  percent  in  1975,  then  jumped  to  12.0 
percent  in  the  first  6  months  of  1976.  Birch  plywood  from  the  Soviet 
Union  has  been  able  to  capture  a  larger  share  of  U.S.  imports  of  this 
product  partly  because  U.S.  total  imports  have  declined  in  recent 
years.  As  the  table  shows,  the  first  half  of  1976  is  the  first  time  in 
three  years  that  the  trend  in  these  imports  has  been  up. 

The  consumption  of  both  imported  and  domestic  hardwood  plywood 
depends  to  a  great  extent  on  the  strength  of  the  housing  industry,  and 
in  recent  years  this  industry  has  been  rather  weak.  Additionally,  cheaper 
substitute  wall  paneling — painted  or  printed  hardwood  or  plywood — 
has  become  more  widely  used,  and,  to  some  extent,  has  displaced  the 
more  expensive  decorative  plywoods  such  as  birch. 


78-197   O  -  76 
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The  import/consumption  ratio  is  computed  for  TSUS  240.14.  Since 
it  includes  TSUS  240.1420,  for  which  there  are  no  Soviet  imports, 
the  comparison  of  Soviet  imports  to  consumption  is  lower  than  it  would 
be  if  the  comparison  included  only  TSUS  items  240.1440  and  240.1460. 
As  shown  in  the  table,  the  import/consumption  ratio  rose  from  0.6 
percent  in  1972  to  1.6  percent  in  1974,  decreasing  to  1.5  percent  in 
1975.  In  1975,  birch  plywood  imports  from  the  Soviet  Union  were  1.9 
percent  of  U.S.  production,  excluding  doorskins. 

The  unit  value  of  birch  plywood  from  the  Soviet  Union  has  been 
lower  than  that  of  the  other  major  suppliers.  As  shown  in  the  table, 
the  unit  value  of  Soviet  plywood  has  averaged  less  than  one-half  that 
of  Finnish  plywood.  By  way  of  comparison,  the  average  unit  value  of 
all  imported  plywood  is  only  about  one-third  of  the  unit  value  of 
hardwood  plywood  manufactured  in  the  U.S.  One  cannot,  however, 
make  an}'  valid  conclusions  about  the  comparative  prices  of  the  various 
products,  imported  and  domestic,  because  the  price  is  dependent,  to  a 
large  extent,  on  the  thickness  of  the  plywood.  The  TSUSA  classifica- 
tions do  not  take  into  account  differences  in  the  thickness  of  the  ply- 
wood, other  than  to  specify  for  240.1440  and  240.1460  that  it  be  thicker 
than  5/32  inch. 

Any  hardwood  plywood  plant  can  manufacture  any  other  kind  of 
hardwood  plywood  and  could  be  converted  to  produce  softwood 
products  as  well.  Hardwood  plywood  is  widely  produced  throughout 
the  United  States.  Production  data  for  1972  indicate  that  the  South 
produced  45  percent  of  the  U.S.  output;  the  West,  32  percent  (Oregon 
being  the  chief  producing  state  with  25  percent) ;  the  North  Central 
region,  13  percent;  and  the  East,  10  percent.  The  number  of  operating 
plants  fluctuates  noticeablv  as  slumps  and  peaks  in  the  housing  in- 
dustry occur.  There  were  193  plants  in  1967,  149  in  1969  and  1970, 
189  in  1973,  and  180  in  1975.  On  average,  the  domestic  hardwood 
plywood  industry  provides  employment  for  about  15,000  persons. 

To  date  there  has  been  no  evidence  that  imports  from  the  Soviet 
Union  have  caused  any  problems  in  the  domestic  industry,  where  the 
main  concern  has  been  the  comparatively  low  rate  of  construction. 
Soviet  birch  plywood  accounts  for  but  a  small  percentage  of  total  con- 
sumption, and  those  increases  in  imports  of  Soviet  plywood  that  have 
occurred  seem  to  have  displaced  imports  from  other  countries  rather 
than  domestic  production. 

FERROALLOYS 

Ferroalloys  are  metallic  materials  combining  iron  and  at  least  one 
additional  element.  They  are  used  during  the  manufacturing  process 
in  the  steel  industry  as  a  means  of  adding  to  iron  or  steel  certain 
elements  that  either  improve  the  quality  of  the  final  product  or  impart 
particular  desired  properties  to  the  product.  There  are  many  types  of 
ferroalloys  that  differ  in  composition  according  to  their  intended  use. 

In  recent  years  imports  from  the  nonmarket  economies  of  the  two 
most  important  ferroalloys,  ferromanganese  and  ferrosilicon,  have 
been  increasing.  Most  of  the  imports  of  ferroalloys  from  the  non- 
market  economies  have  come  from  Yugoslavia,  and,  while  these  imports 
account  for  a  relatively  small  share  of  total  U.S.  consumption,  concern 
has  been  expressed  that  the  imports  from  Yugoslavia  may  be  having 
some  impact  on  the  market. 
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Silicon  alloys.9 — The  primary  use  of  ferrosilicon  is  as  a  deoxidation 
and  degasification  agent  in  the  steel  manufacturing  process.  Some 
ferrosilicon  is  also  used  as  an  alloying  agent  to  impart  hardness  to 
steel,  but  other  ferroalloys  are  more  often  used  in  this  application. 
Ferrosilicon  generally  is  manufactured  in  electric  furnaces  that  re- 
quire large  amounts  of  energy.  Therefore,  countries  with  inexpensive 
electric  energy  and  adequate  supplies  of  silicon  ores  have  a  competi- 
tive advantage  in  the  manufacture  and  sale  of  this  product.  Also,  the 
manufacturing  of  ferrosilicon  is  a  highly  polluting  activity,  and  firms 
in  countries  such  as  the  United  States  that  have  adopted  pollution 
regulations,  are  placed  at  a  competitive  disadvantage  because  of  the 
added  capital  costs  required  to  control  pollution.  Despite  the  adverse 
impacts  of  higher  energy  costs  and  more  stringent  pollution  rules,  the 
United  States  ferrosilicon  industry  was  working  at  full  capacity  until 
mid-1974  because  of  the  demands  by  the  steel  industry  for  ferrosilicon 
and  the  aluminum  casting  industry  for  silicon  metal.  In  fact,  domestic 
capacity  was  unable  to  meet  domestic  demand  full}',  and  imports 
grew,  supplying  over  16  percent  of  domestic  consumption  in  1974. 
When  the  downturn  in  the  economy  began  in  1974,  demand  for  silicon 
metal  and  ferrosilicon  alloy  fell,  so  that  output  in  1975  was  nearly 
25  percent  below  the  level  of  1974. 

During  this  same  period  imports  were  falling  even  faster  than  out- 
put and  supplied  only  12  percent  of  domestic  consumption  in  1975. 
Through  the  first  six  months  of  1976,  production  has  been  recovering 
and  is  running  at  an  annual  rate  only  slightly  below  that  of  the  peak 
year  of  1974.  There  is  still  less  than  full  employment  in  the  industry, 
however,  because  new  capacity  was  added  during  1975  and  1976. 

Table  12  shows  the  import  trend  in  ferrosilicon  for  the  past  five  and 
one-half  years.  For  the  period  of  January-June  1976,  total  imports 
entered  at  an  annual  rate  nearly  30  percent  above  that  of  1975,  but 
well  below  the  rate  of  1973  and  1974.  Imports  from  Yugoslavia  are  also 
up  significantly  in  1976  compared  to  a  year  ago,  but,  here  again,  these 
imports  are  coming  in  at  a  rate  only  slightly  higher  than  in  1973,  and 
one-third  below  the  import  rate  of  1974.  In  1976,  imports  from  Yugo- 
slavia have  been  accounting  for  nearly  14  percent  of  total  imports, 
about  the  same  share  of  total  imports  as  in  1974. 

Because  of  current  industry  overcapacity  the  ferrosilicon  industry 
has  been  expressing  increasing  concern  over  imports.  As  a  result,  the 
Ferroalloy  Association  petitioned  the  Trade  Policy  Staff  Committee 
(TPSQ  to  remove  TSUS  items  607.51  and  632.42  from  the  list  of 
items  eligible  for  GSP.10  The  request  was  subsequently  denied  bv  the 
TPSC. 


9  For  the  purpose  of  this  review,  silicon  metal  is  considered  along  -with  silicon  alloys.  The  reason  is  that 
most  plants  that  produce  one  product  produce  the  other.  Silicon  metal  is  used  principally  in  the  casting 
segment  of  the  aluminum  industry  where  its  demand  is  affected  greatly  by  automobile  production. 

Most  silicon  imports  enter  the  country  as  ferrosilicon  allov  under  TSUS  classification  607.51.  The  other, 
alloy  or  silicon  metal  import  classes  grouped  in  this  discussion  include  607.50,  607.52,  607.53,  632.42,  632.43, 
and  part  of  632.84. 

10  Two  silicon  products  from  Yugoslavia,  ferrosilicon  alloy  (TSUS607.51)  and  silicon  metal  (TSUS  632.42), 
received  Generalized  Special  Preferences  (GSP)  treatment  on  January  1,  1976,  meaning  the  tariffs  were 
reduced  to  zero.  For  item  607.51  this  action  meant  a  reduction  of  0.5  cents  per  pound  (1.5  percent  average  ad 
valorem)  and  for  item  632.42  the  reduction  was  2.0  cents  per  pound  (3.7  percent  average  ad  valorem). 
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TABLE  12.— U.S.  IMPORTS  OF  SILICON  AND  FERROSILICON,  1971  THROUGH  JUNE  1976 

January 

to  June 

1971  1972  1973  1974  1975  1976 

Value  (thousands  of  U.S.  dollars) 

Gross  imports 8,242            16,802  40,449  93,500  50,075           22,781 

From  NME  countries 777                  18  2,987           11,916  1,621  1,126 

1.  Yugoslavia (777)               (18)  (2,927)  (10,893)  (1,428)          (1,126) 

2.  Other (60)         (1,023)             (193) 


Quantity  (thousands  of  pounds) 


Gross  imports 26,549           80,301  178,354  203,334  106,023           66,160 

From  NME  countries 3,438                 110  17,194           27,696  2,915  9,129 

1.  Yugoslavia (3,438)             (110)  (17,021)  (26,045)  (2,659)          (9,129) 

2.  Other (173)         (1,651)             (256) 

Note:  The  TSUS  items  included  in  this  table  are  607.50,  607.51,  607.52,  607.53,  632.42,  632.43,  and  90  percent  of  632.84. 
Source:  U.S.  Department  of  Commerce,  Bureau  of  the  Census,  publications  IM  146  and  FT  246. 

The  overcapacity  in  the  industry  probably  will  continue  through 
1980.  As  added  capacity  comes  onstream  there  will  be  more  down- 
ward pressure  on  prices.  While  Yugoslavia  possesses  the  resources — 
silicon  ore  and  hydroelectric  power — to  expand  its  industry,  sources 
in  the  industry  feel  that  future  foreign  competition  will  continue  to 
come  from  Norway,  Sweden,  France,  and  Canada,  the  leading  sources 
of  U.S.  imports  in  recent  years.  Also,  Mexico  may  play  a  role  in  future 
U.S.  imports  because  of  new  capacity  being  constructed  there  and 
because  of  the  recent  devaluation  of  the  Mexican  currency. 

Manganese  alloys. — Ferromanganese  possesses  many  of  the  same 
production  characteristics  as  ferrosilicon  and  other  ferroalloys.  How- 
ever, ferromanganese  differs  from  ferrosilicon  in  that  manganese  ore 
is  much  less  widely  distributed  than  is  silicon  ore.  In  fact,  the  United 
States  possesses  virtually  no  deposits  of  this  important  mineral.  The 
world's  largest  manganese  ore  producer  is  the  Soviet  Union,  with  large 
quantities  also  being  mined  in  India,  South  Africa,  Ghana  and 
Morocco.  Because  of  the  absence  of  domestic  ores,  the  U.S.  ferro- 
manganese industry  is  at  some  disadvantage  in  comparison  to  indus- 
tries in  countries  with  manganese  ore,  such  as  the  industries  of  South 
Africa,  Australia,  India,  China,  and  the  Soviet  Union. 

Currently  the  United  States  is  importing  around  30  percent  of  the 
ferromanganese  alloy  consumed  in  this  country.  The  leading  sources 
of  U.S.  imports  have  been  South  Africa  and  France,  with  large  sup- 
plies also  coming  from  Norway,  India,  Japan,  and  Gabon.  One  should 
note  that  three  of  these  countries — France,  Norway,  and  Japan — have 
been  able  to  export  large  quantities  of  ferromanganese  alloy,  despite 
the  fact  that  these  countries  lack  manganese  resources. 

Yugoslavia  is  the  only  nonmarket  economy  country  from  which  the 
U.S.  now  receives  imports  of  manganese  alloys.  The  share  of  total 
imports  being  supplied  by  Yugoslavia  had  been  very  small,  around 
one  percent.  However,  during  the  first  half  of  1976,  Yugoslavia's  share 
has  expanded  to  nearly  three  percent.  Through  June  of  this  year  Yugo- 
slavia has  shipped  over  50  percent  more  manganese  alloy  to  the  United 
States  than  in  1975,  a  peak  year  (see  table  13). 

In  1976,  all  of  the  manganese  metal  being  shipped  to  the  United 
States  from  Yugoslavia  is  contained  in  a  ferrosilicon  manganese  alloy 
consisting  of,  by  weight,    at  least   30    percent   manganese    and   at 
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least  10  percent  silicon.  In  this  particular  import  category,  TSUS 
607.57,  Yugoslavia  has  supplied  the  United  States  with  nearly  26 
percent  of  its  total  imports  during  the  first  six  months  of  1976,  com- 
pared with  8.5  percent  of  imports  in  1975. n  The  surge  in  imports  from 
Yugoslavia  has  been  a  primary  reason  why  the  import/consumption 
ratio  for  ferrosilicon  manganese  has  increased  from  28  percent  in  1975 
to  32  percent  in  the  first  half  of  1976,  despite  the  fact  that  in  this 
same  period  domestic  production  has  gone  up  by  almost  16  percent. 
Domestic  production  of  ferrosilicon  manganese  now  is  believed  to  be 
running  at  90  percent  of  capacity. 

TABLE  13 —U.S.  IMPORTS  OF  MANGANESE  METAL,  MANGANESE  FERROALLOYS,  AND  SPIEGELEISEN,  1971  THROUGH 

JUNE  1976 


1971 


1972 


1973 


1974 


1975 


January  to 
June  1976 


Value  (thousands  of  U.S.  dollars) 

Gross  imports 37,572  56,349  60,774  110,437  155,411  82,325 

From  NME  countries 472  290  742  1,569  2,303  2,321 

1.  Yugoslavia (472)  (290)  (742)  (1,569)  (2,303)  (2,321) 

2.  Other 

Quantity  (thousands  of  pounds) 

Gross  imports 424,567  609,477  672,759         750,202         692,368  403,673 

From  NME  countries. 4,143  2,810  7,065  7,496  8,044  12,357 

1.  Yugoslavia (4,143)  (2,810)  (7,065)  (7,496)  (8,044)        (12,357) 

2.  Other 


Note:  The  TSUS  items  included  in  this  table  are  607.20,  607.21,  607.35,  607.36,  607.36,  607.57,  and  632.32. 
Source:  U.S.  Department  of  Commerce,  Bureau  of  the  Census,  publications  IM  146  and  FT  246. 

The  increase  in  the  import/consumption  ratio  is  due  not  only  to 
increased  imports  from  Yugoslavia,  but  also  to  increased  imports  from 
Norway,  Mexico,  and  Brazil.  The  success  enjoyed  by  Yugoslavia, 
Mexico,  and  Brazil  in  expanding  exports  of  ferrosilicon  manganese  to 
the  United  States  may  be  attributable  in  part  to  the  fact  that  these 
three  countries  enjoy  GSP  status.  Ferrosilicon  manganese  is  a  GSP- 
eligible  item  and  the  tariff  reduction  resulting  from  GSP  amounts  to 
nearly  8  percent  ad  valorem  equivalent  (AVE).12 

While  Yugoslavia's  exports  of  manganese  alloys  to  the  United 
States  have  expanded  rapidly  this  year,  industry  analysts  believe  that, 
in  the  long  run,  the  U.S.  industry  will  receive  a  greater  degree  of  com- 
petition from  Brazil,  Gabon,  and  Australia.  These  countries  have 
manganese  ore  deposits  but  are  only  now  in  the  process  of  developing 
their  ferromanganese  industries.  Yugoslavia,  like  the  United  States, 
has  no  significant  manganese  ore  deposits  and  must  import  ore.  It  is 
believed  that  most  of  Yugoslavia's  ore  is  imported  from  the  Soviet 
Union. 


11  The  other  import  classes  grouped  under  the  general  heading  of  ferromanganese  include  TSUS  607.20 
and  607.21,  a  high-manganese  content  alloy  called  spiegeleison  (U.S.  imports  of  this  product  have  been 
zero  for  the  last  few  years);  607.35,  607.36,  607.37,  ferromanganese.  Most  manganese  imports  come  into  the 
country  in  class  607.37,  a  ferromanganese  alloy  containing  over  4  percent  carbon.  Through  June,  1976,  76 
percent,  by  weight,  of  manganese  (excluding  ores  and  chemicals),  entered  the  country  in  this  class.  The  final 
two  TSUS  groups  are  607.57,  ferrosilicon  manganese,  and  632.32,  unwrought  manganese  metal,  including 
waste  and  scrap. 

1J  Three  additional  ferromanganese  TSUS  items,  607.35,  607.36,  607.37,  also  receive  GSP  treatment,  but 
the  tariff  reduction  in  these  cases  amounts  to  just  over  3  percent  AVE. 
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INSULATED    COPPER    CONDUCTOR 


In  the  first  six  months  of  this  year  imports  of  insulated  copper  con- 
ductor from  Yugoslavia  were  greater  than  in  an}'  previous  full  }*ear. 
The  10.4  million  pounds  recorded  through  June  surpassed  the  9.1 
million  pounds  imported  in  1973.  The  surge  in  imports  has  placed 
Yugoslavia  firmly  at  the  top  of  the  list  of  countries  exporting  this 
product  to  the  United  States.  Table  14  shows  the  trend  in  total  imports 
and  imports  from  Yugoslavia  in  the  last  five  and  one-half  years.  The 
share  of  total  imports  supplied  by  Yugoslavia  has  increased  rapidly 
from  slightly  less  than  10  percent  (by  weight)  in  1971,  to  around  25 
percent  in  the  next  four  }'ears,  to  56  percent  in  the  first  half  of  1976.  In 
the  earlier  years  Yugoslavia  usually  trailed  Canada,  Japan,  and  other 
developed  countries  as  a  source  for  this  product,  but  now  Yugoslavia 
is  established  as  the  primary  source. 

The  two  most  immediate  reasons  for  the  growth  in  imports  of  this 
Yugoslavian  product  are,  first,  that  the  U.S.  economy's  gradual 
recovery  has  increased  the  demand  for  the  product,  and,  second,  that 
the  product  began  receiving  GSP  treatment  on  January  1,  1976.  The 
latter  development  meant  that  the  tariff,  a  column  1  rate  of  8.5  percent 
ad  valorem,  was  reduced  to  zero.  Of  the  countries  eligible  for  GSP 
treatment  on  this  product,  Yugoslavia  has  been  supplying  by  far  the 
largest  share  of  this  product  to  the  U.S.  market.  Under  the  terms  of  the 
Trade  Act  of  1974,  a  country  would  lose  its  GSP  eligibility  on  a  product 
if  it  supplies  more  than  50  percent,  da'  value,  of  total  imports  of  the 
product  in  a  calendar  year.13  While  more  than  50  percent,  b}^  weight, 
of  U.S.  imports  of  insulated  copper  conductor  have  come  from  Yu- 
goslavia through  the  first  six  months,  Yugoslavia  does  not  seem  to  be 
in  any  danger  of  losing  GSP  on  this  item  because,  by  value,  Yugosla- 
vian imports  equal  only  42.8  percent  of  total  imports. 

TABLE  14.— U.S.  IMPORTS  OF  INSULATED  ELECTRICAL  CONDUCTORS,  WITHOUT  FITTINGS,  OVER  10  PERCENT 

COPPER,  1971  THROUGH  JUNE  1976 


1971 


1972 


1973 


1974 


1975 


January  to 
June  1976 


Value  (thousands  of  U.S.  dollars) 

Gross  imports . 34,074           22,941           32,349           36,103           28,061  18,737 

From  N ME  countries . 2,104             4,648             6,207             7,108             6,438  7,999 

1.  Yugoslavia (2,104)          (4,648)          (6,207)          (7,108)          (6,438)  (7,998) 

2.  Other - 1 

Quantity  (thousands  of  pounds) 

Gross  imports 40,538           30,674           36,692           30,304           24,494  18,522 

From  NME  countries 4,065             8,174             9,114             7,914             7,638  10,418 

1.  Yugoslavia . (4,065)          (8,174)          (9,114)          (7,914)          (7,638)  (10,417) 

2.  Other 1 


Note:  The  product  covered  in  this  table  is  imported  under  TSUS  item  688.04. 

Source:  U.S.  Department  of  Commerce,  Bureau  of  the  Census,  publications  IM  146  and  FT  246. 

Although  Yugoslavia's  share  of  U.S.  imports  is  quite  large,  it 
amounts  to  very  little,  in  comparison  to  total  domestic  consumption 
of  insulated  copper  conductor.  While  no  precise  figures  are  available 
for  the  import/consumption  ratio  of  the  type  of  insulated  copper 
conductor  under  consideration  here,  figures  are  available  that  show 
total  electrical  conductor  imports  accounting  for  roughly  3  percent 


»3  This  provision,  and  others,  of  the  U.S.  Generalized  System  of  Preferences  is  set  out  in  Title  V  of  the 
Trade  Act  of  1974. 
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of  all  electrical  conductor  consumed  in  the  United  States.  Taken  in, 
the  aggregate  then,  Yugoslav  copper  conductor  poses  no  immediate 
threat  to  the  U.S.  industry.  In  certain  specific  product  areas,  however 
imports  from  Yugoslavia  have  the  potential  for  causing  some  market 
disruption.  One  such  area  is  fine  insulated  copper  conductor.  Imports 
of  this  product  are  classified  in  TSUSA  item  688.0420,  a  subset  of  the 
more  general  grouping  of  insulated  copper  conductor.14  The  copper 
conductor  in  this  grouping  is  generally  referred  to  as  "magnet  wire" 
because  of  its  use  in  electromagnet  windings  and  transformer  coils. 
The  larger  U.S.  manufacturers  of  this  product  see  little  threat  from 
the  Yugoslavs.  There  are,  however,  a  few,  small  independent  operators 
who  would  be  adversely  affected  were  imports  of  this  item  to  increase 
significantly.  To  date,  however,  there  have  been  no  indications  of  any 
hardships  in  the  industry  because  of  imports  from  Yugoslavia.  In 
1976,  through  June,  22  percent  (by  weight)  of  imports  of  insulated 
copper  conductor  from  Yugoslavia  have  been  of  the  "magnet  wire" 
variety. 

Yugoslavia  is  well-suited  to  be  an  effective  competitor  in  world 
markets  for  this  copper  product  as  well  as  for  other  wrought  copper 
products.  Yugoslavia  ranks  seventh  among  world  copper  mining 
countries  and  is  the  largest  in  Europe,  except  for  Soviet  Russia.  Until 
recently  Yugoslavia  had  been  a  net  importer  of  copper,  but  rapid 
growth  in  the  production  of  ores,  blister  copper,  and  refined  copper 
during  early  1970's  has  made  the  country  a  net  exporter.  In  addition, 
Yugoslavia's  relatively  new  and  modern  fabricating  industry  is  capable 
of  producing  sophisticated  copper  products  in  some  areas.  Here  one 
would  include  the  wire-drawing  industry  which  produces  the  fine 
"magnet  wire".  Also,  quality  copper  sheet  and  foils  are  produced  and 
exported,  the  foil  going  principally  to  the  Soviet  Union,  probably  for 
use  in  that  country's  expanding  automotive  industry. 

While  Yugoslavia  is  not  the  only  country  in  Eastern  Europe  pro- 
ducing large  quantities  of  copper  products  (Poland  and  the  Soviet 
Union  have  large  industries) ,  Yugoslavia  seems  to  be  the  only  country 
in  the  area  with  the  ability  to  compete  effectively  in  the  U.S.  market. 
Poland,  although  producing  and  exporting  more  refined  copper  than 
Yugoslavia,  lags  behind  Yugoslavia  in  the  production  of  wrought 
products.  In  the  case  of  the  Soviet  Union,  very  high  column  2  tariff 
rates  present  an  effective  barrier,  preventing  that  country's  products 
from  penetrating  the  U.S.  market.  The  column  2  rate  on  insulated 
copper  conductor,  for  example,  is  40  percent  ad  valorem. 

AGRICULTURAL   TRACTORS 

TSUSA  item  692.3020  is  defined  in  the  tariff  schedules  as  "new 
wheel  type  tractors,  suitable  for  agricultural  use,  except  garden  trac- 
tors, 35-belt  horsepower  and  over."  As  with  all  agricultural  tractors, 
this  item  enters  duty-free  for  both  MFN  and  Column  2  countries. 
Imports  from  Romania  of  these  tractors  first  entered  the  United  States 
in  1971.  By  1975,  new  wheel  agricultural  tractors  were  Romania's 
fifth  largest  export  item  to  the  United  States.  In  the  first  six  months 
of  1976,  this  item  ranked  third  largest  among  Romanian  exports  to 
the  United  States.  The  Soviet  Union  and  Poland  began  exporting 


14  This  is  a  new  TSUSA  item,  established  as  of  January  1,  1976,  and  contains  all  insulated  copper  con- 
ductor, without  fittings,  33  AWG  and  finer.  Prior  to  the  establishment  of  this  new  TSUSA  number,  there 
was  no  statistical  breakout  that  segregated  insulated  copper  conductor  according  to  gauge. 
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these  tractors  to  the  United  States  in  1974.  Other  NME  countries 
which  have  been  one-time  import  sources  of  wheeled  agricultural 
tractors  are  East  Germany  (1972),  Yugoslavia  (1973),  and  Czecho- 
slovakia (1975). 

While  the  share  of  imports  supplied  by  three  of  the  traditional 
sources — the  United  Kingdom,  Italy,  and  Japan — fell  during  the 
period  1972-June  1976,  Romania's  share  jumped  from  6.5  percent 
in  1972  to  23.6  percent  in  the  first  six  months  of  1976,  ranking  it  as 
the  second  largest  supplier  in  1976  behind  West  Germany.  In  terms 
of  value,  Canada  was  the  largest  source  of  tractors  for  the  period 
1972-June  1976,  supplying  40.7  percent  of  the  total  value  of  imports 
for  the  first  half  of  1976.  In  comparison,  Romania  supplied  only  7.5 
percent  of  the  total  value  of  imports  in  that  period. 

Table  15  enables  one  to  gauge  the  size  and  cost  trends  of  tractor 
sales  in  the  United  States  over  the  last  30  years.  The  table  also  pro- 
vides a  basis  for  comparing  imported  Romanian  and  Soviet  tractors 
to  the  average  tractor  being  sold  today.  Column  2  in  the  table  gives 
one  a  rough  gauge  of  the  degree  that  price  inflation  has  affected  tractor 
sales  in  the  last  30  years.  The  price  per  horsepower  in  1975  was  nearly 
four  times  greater  than  in  1945.  Actually,  the  per  horsepower  price 
probably  understates  price  inflation  to  some  extent,  for  the  average 
horsepower  of  tractors  has  been  getting  larger  (see  column  3),  and 
production  efficiencies  allow  the  manufacture  of  more  powerful  tractors 
at  a  lower  cost-per-horsepower  than  would  be  needed  to  make  a  less 
powerful  vehicle.  On  the  other  hand,  simply  focusing  on  the  cost-per- 
horsepower  ignores  qualitative  improvements  that  have  been  made  in 
the  last  three  decades,  and  in  this  sense  column  2  overstates  the  impact 
of  inflation. 

TABLE  15.-WHEEL  TRACTOR  WHOSALE  PRICES  AND  HORSEPOWER,  i  SELECTED  YEARS 

Per  horse-       Average  unit 
Year  Per  unit  power         horsepower 

(1)        (2)        (3) 

1945 

1950 

1955 

1960 

1965 

1970 

1973 

1974 

1975 

1  Estimated  at  wholesale  level  by  dividing  value  of  manufacturers'  shipments  by  units  shipped  and  by  maximum  belt 
horsepower;  data  are  published  in  "Current  Industrial  Reports"  of  the  Bureau  of  the  Census. 

Turning  now  to  a  comparison  between  Romanian  tractors  and  the 
average  tractor,  one  might  first  note  that  in  1975  the  average  unit 
value  of  imported  Romanian  tractors  was  $1,981.  This  figure  compares 
to  an  average  wholesale  tractor  price  of  $8,288  and  an  average  unit 
value  of  all  imports  of  $6,642.  In  the  same  year  the  unit  value  of 
imported  Soviet  tractors  was  $2,401  (see  table  16). 

At  present,  two  firms  import  tractors  from  Romania  for  sale  in 
the  United  States.  The  larger  of  these  firms,  located  in  North  Carolina, 
imports  three  models  of  tractors.  One  is  35-horsepower,  another  42- 


$665 

$25 

26.6 

1,073 

37 

29.0 

1,554 

39 

39.8 

2,338 

49 

47.7 

3,541 

56 

63.2 

5,560 

76 

73.2 

6,953 

85 

81.8 

7,294 

86 

84.8 

8,288 

94 

88.2 

25 

horsepower,  and  the  third,  52-horsepower.  The  company  intends  to 
import  two  more  models  of  considerably  higher  horsepower  in  the 
next  two  years.  These  Romanian  tractors  are  considered  to  be  equally 
well  or  better  performing  than  domestically  produced  tractors.  The 
firm  buys  spare  parts  from  Romania  for  its  tractors  and  distributes 
these  parts  at  service  areas  throughout  the  country. 

The  Soviet  Union  offered  five  tractor  models  when  that  country 
began  selling  tractors  in  the  United  Stages  during  1974.  Two  of  these 
tractor  models  are  in  the  70-horsepower  range,  two  are  in  the  50- 
horsepower  range,  and  one  is  in  the  30-horsepower  range.  No  data  are 
available  that  show  the  composition  of  imports  of  Soviet  and  Ro- 
manian tractors,  and  the  average  domestic  wholesale  price  is,  therefore, 
not  meaningful.  Reports  indicate,  however,  that  both  the  Romanian 
and  Soviet  tractors  are  priced  below  comparable  domestic  tractors. 


TABLE  16, 


-UNITED  STATES  IMPORTS  OF  AGRICULTURAL  TRACTORS  (TSUSA  692.3020)  1972-75,  JANUARY  TO 
JUNE  1975,  AND  JANUARY  TO  JUNE  1976 


Country 


1972 


1973 


1974 


1975 


January 

to  June 

1975 


January 

to  June 

1976 


839 
2,090 
3,253 


81 

169 

2,236 

803 

23 


9,494 


26,395.3 
10,  040. 1 
19,  306.  9 


Quantity  (units) 

Canada 565                932             1,486  1,605  988 

United  Kingdom 3,948             4,279             5,251  5,365  3,118 

Federal  Republic  of  Germany 2,782             1,237             5,406  4,686  2,522 

Czechoslovakia 1  1 

Poland. 227  551  370 

U.S.S.R 78  846  412 

Italy 1,248             1,315             1,789  711  659 

Romania 792             3,258             4,176  4,102  2,150 

Japan 2,437             4,078             4,636  523  305 

Other U18             ?  441               899  418  188 

Total 12,190           15,540           23,948  18,808  10,713 

Value  (thousands  of  dollars) 

Canada 8,663.7        17,966.5           33,535  46,866.9  28,052.9 

United  Kingdom 12,424.3       14,552.5           19,946  26,274.7  14,585.0 

Federal  Republic  of  Germany 11,378.1         5,055.9           27,165  31,943.5  15,451.5 

Czechoslovakia 9.5  9.5 

Poland 845  2,046.9  1,465.1 

U.S.S.R 266  2,031.0  1,026.2 

Italy 3,492.4         4,114.9            6,406  2,886.4  2,524.0 

Romania 1,297.2         5,160.9            7,044  8,125.5  4,233.0 

Japan 3,119.7          5,708.4             8,228  2,607.7  1,278.5 

Other 11,236.0       ?  1,077.0            2,928  2,139.7  881.1 

Total 41,611.5       53,636.1         106,667  124,931.8  69,506. 

Unit  value  (U.S.  dollars  per  unit) 

Canada $15,334         $19,277         $22,567  $29,201  $28,394 

United  Kingdom 3,147            3,401             3,799  4,897  4,678 

Federal  Republic  of  Germany 4,090            4,087            5,025  6,817  6,127 

Czechoslovakia 9,500  9,500 

Poland 3,722  3,715  3,960 

U.S.S.R 3,410  2,401  2,491 

Italy 2,798             3,129             3,581  4,060  3,830 

Romania... 1,638     1,584     1,687  1,981  1,969 

Japan 1,280     1,400     1,775  4,986  4,192 

Other 2,957     2,442     3,257  5,119  4,687 

Total... 3,414             3,451             4,454  6,642  6,488 


115.1 
169.8 
872.1 
590.9 
294.0 


8         64,  784.  3 


$31,460 

4,804 

5,935 

1,421 

6,922 

2,179 

3,227 

12,  783 

6,824 


i  East  Germany,  quantity  equals  74;  value  equals  338.4. 
2  Yugoslavia,  quantity  equals  149;  value  equals  234.8. 

Source:  U.S.  Department  of  Commerce,  Bureau  of  the  Census  publication  IM-146. 
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The  ratio  of  Romanian  tractor  imports  to  consumption  may  be 
computed  in  two  ways.  Data  are  available  only  for  total  tractor 
consumption  (including  agricultural  and  non-agricultural,  wheeled, 
tracklaying,  and  garden  tractors).  Except  for  negligible  quantities, 
tractors  imported  from  Romania  have  been  wheeled  agricultral 
tractors,  although  in  the  first  six  months  of  1976,  tracklaying  agri- 
cultural tractors  also  entered.  In  1974,  the  ratio  of  Romanian  wheeled 
tractors  to  total  tractor  consumption  was  0.8  percent,  increasing  to 
0.9  percent  in  1975.  This  compares  to  an  import/consumption  ratio 
of  total  tractor  imports  to  total  tractor  consumption  of  10.2  percent 
in  1974  and  9.1  percent  in  1975.  Alternatively,  imports  of  Romanian 
tractors  may  be  compared  to  retail  sales  of  farm  wheel  tractors, 
excluding  garden  tractors,  motor  tillers  and  contractor's  off-highway 
types  but  including  sales  of  imported  tractors.  Using  this  method,  the 
new,  wheeled  agricultural  tractors  over  35  horsepower  imported  from 
Romania  made  up  1.8  percent  of  retail  sales  in  1973  and  2.5  percent 
in  1974. 15  In  comparison,  total  imports  of  new,  wheeled  agricultural 
tractors  over  35  horsepower  made  up  8.5  percent  of  retail  sales  in 
1973  and  14.6  percent  in  1974. 

In  1976,  Romania  began  exporting  tracklaving  agricultural  tractors, 
TSUSA  item  692.3030,  to  the  United  States'.  Eighty-eight  units  were 
imported  from  Romania  in  the  first  six  months  of  1976.  Romania's 
share  of  total  imports  was  23.0  percent.  The  unit  value  of  the  Roman- 
ian tracklaying  tractors  was  $1,688,  compared  to  an  average  unit 
value  for  all  imports  of  this  item  of  $10,900. 

There  are  about  90  U.S.  manufacturers  of  tractors  and  related 
machinery,  centered  principally  in  the  East  North  Central  States. 
The  10  largest  account  for  about  80  percent  of  total  domestic  pro- 
duction. The  major  producers  manufacture  tractors  suitable  for  agri- 
cultural and  non-agricultural  uses  as  well  as  small  "garden"  tractors. 
Since  1973,  domestic  production  of  tractors  and  parts  has  reached 
record  levels.  The  U.S.  industry  is  characterized  by  competitive 
prices,  advanced  designs  and  an  efficient  distribution  system,  whereas 
the  sale  of  foreign  tractors  is  inhibited  by  a  relative  lack  of  service 
organizations  within  the  United  States,  difficulty  in  acquiring  neces- 
sary parts,  and  a  relatively  long  lead  time  between  orders  and  delivery. 
From  1968  to  1975,  the  United  States  was  a  net  exporter  of  tractors, 
exporting  from  3  to  5  times  as  many  tractors  as  it  imported  in  any 
given  }^ear. 


15  Retail  sales  were  computed  using  data  provided  by  the  Farm  and  Industrial  Equipment  Institute  in 
Implement  &  Tractor,  November  21,  1974  and  November  7,  1975. 


27 

COTTON   HEADWEAR 

Headwear,  TSUSA  item  702.1020  16  is  defined  in  the  tariff  schedules 
as  "other  headwear,  not  knit,  of  cotton."  Imports  in  this  category 
from  the  People's  Republic  of  China  and  other  Far  East  countries 
consist  of  inexpensive  roll-up  type  hats,  souvenir  hats,  tennis  hats, 
golf  hats,  baseball  hats,  sailor  hats,  and  other  novelty  hats.  Imports 
from  Australia  are  bush  hats,  and  those  from  the  United  Kingdom 
are  Irish  setter  Kogol  hats.  Headwear  from  Australia  and  the  United 
Kingdom  are  not  comparable  or  competitive  with  the  other  imports 
that  are  the  subject  of  this  section. 

Although  domestic  consumption  of  cloth  hats  as  a  whole  has  de- 
creased, consumption  of  this  particular  type  of  cloth  hat  has  increased. 
Demand  for  hats  falling  into  TSUSA  category  702.1020  has  increased 
because  of  the  trend  toward  outdoor  sports  and  leisure  activities, 
especially  tennis  and  golf. 

In  spite  of  increased  cosumption,  domestic  production  of  these 
hats  is  down.  At  present,  there  are  about  100  firms  producing  these 
hats  with  the  largest  concentration  in  the  New  York  metropolitan 
area,  including  New  Jersey.  Other  producers  are  located  around  St. 
Louis  and  Philadelphia.  Most  of  these  firms  make  only  cloth  hats, 
although  the  machinery  can  be  converted  easily  to  produce  other  types 
of  headwear  and  wearing  apparel.  In  peak  periods,  each  firm  employs 
from  50  to  100  employees,  but  most  firms  now  are  operating  at  only 
50  to  60  percent  of  capacity.  Although  it  is  safe  to  say  that  employ- 
ment is  down,  the  industr}7  does  not  have  exact  employment  figures. 

The  largest  foreign  suppliers  of  these  hats  to  the  U.S.  market  are 
in  Hong  Kong,  Korea,  the  People's  Republic  of  China  (PRC),  and 
Japan.  United  States  imports  from  the  first  three  countries  rose 
subs  tan  tially  during  the  1971-75  period.  Imports  from  Japan  have 
declined  since  1972  because  of  rising  Japanese  wage  rates,  and  produc- 
tion has  been  shifting  to  Hong  Kong  and  Korea.  For  the  first  six 
months  of  1976,  Hong  Kong  supplied  44  percent  of  total  U.S.  imports, 
while  Korea  and  the  PRC  each  supplied  about  23  percent.  Imports 
from  the  PRC  increased  from  92  dozen  in  1971  to  299,090  dozen  in 
1975  and  216,480  dozen  in  the  first  six  months  of  1976  (see  table  17). 

The  unit  value  of  the  domestically  produced  cotton  hat  is  estimated 
to  be  about  $11— $13  per  dozen  at  present,  depending  on  the  type  of 
hat.  Imported  hats  from  the  Far  East  have  unit  values  less  than 
half  that  amount  (see  table  17).  Hats  from  the  PRC  have  had  the 
lowest  unit  value  since  1972.  During  the  first  six  months  of  1976, 
the  unit  value  of  hats  from  the  PRC  was  $3.37  per  dozen.  The  low 
unit  value  of  imported  headwear  in  comparison  to  the  domestic 
price  means  that  existing  tariff  rates  are  largely  ineffective  in  protect- 
ing U.S.  producers.  The  column  2  rate  that  applies  to  imported  head- 
wear  from  the  PRC  is  37.5  percent  ad  valorem,  while  the  column  1 
rate  applying  to  headwear  from  the  other  Asian  countries  is  20  percent 
ad  valorem. 


»  Beginning  Jan.  1, 1976,  TSUSA  item  702.1220. 
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TABLE  17.— HEADWEAR,  NOT  KNIT,  OF  COTTON  (TSUSA  ITEM  702.1020):  i  U.S.  IMPORTS  FOR  CONSUMPTION, 
BY  PRINCIPAL  SOURCES,  1971-75,  JANUARY  TO  JUNE  1975  AND  JANUARY  TO  JUNE  1976 


Source 

1971 

1972 

1973 

1974 

1975 

January  to 
June  1975 

January  to 
June  1976 

Quantity  (dozens) 

Hong  Kong 

104, 174 

41,  292 

92 

626,  012 

1,292 

""*47,"392" 

160,911 

83,  056 

2,592 

738,  269 

7,343 

381 

51,  850 

339,  845 
99,  509 
35,  797 
419,  464 
2,636 
680 
43,  283 

468,  828 

179,  066 

152,  964 

247,  423 

5,883 

3,321 

52,  563 

618,871 

278,  388 

299,  090 

156, 165 

9,880 

5,366 

53,  895 

370,871 

146, 148 

240, 148 

108,  870 

4,420 

4,820 

25,  532 

426,975 

226,680 

216,  480 

42,  693 

911 

1,913 

59,  757 

Republic  of  Korea 

People's  Republic  of  China. 

Japan 

United  Kingdom 

Australia 

All  other 

Total 

820,  254 

1,  044,  402 

941,214 

1,110,048 

1,421,655 

900,  809 

975,  409 

Value  (dollars) 

Hong  Kong 

391,  959 

160,  399 

649 

2,  356,  288 

52,  607 

""235,918" 

663,  947 
298,  929 

8,236 

2,  785,  519 

102,622 

7,349 
229,  384 

1,652,718 
437,  826 
102,  797 

1,829,357 

137, 179 

16, 192 

212,072 

2,  985, 194 
991,610 
504,  951 

1,  600,  225 

120,  767 

80,  581 

333,  389 

3,403,411 
1,  435,  243 
1,141,630 
965,471 
196,  861 
130,  576 
395,  694 

2, 104, 172 
819,814 
914,511 
693, 121 
98,  910 
116,800 
224,  359 

2,  023,  235 

1, 145,  093 

728,487 

259,  586 

43, 112 

53,  267 

375,719 

Republic  of  Korea 

People's  Republic  of  China. 

Japan 

United  Kingdom 

Australia 

All  other 

Total 

3, 197,  820 

4,  095,  986 

4,  388, 141 

6,616,717 

7,  668,  886 

4,971,687 

4,  628,  499 

Unit  value  (dollars  per  dozen) 

Hong  Kong 

3.76 
3.88 
7.05 
3.76 
40.72 

4."  98" 

4.13 
3.60 
3.18 
3.77 
13.98 
19.29 
4.42 

4.86 
4.40 
2.87 
4.36 
52.04 
23.81 
4.90 

6.37 

5.54 
3.30 
6.47 
20.53 
24.26 
6.34 

5.50 
5.16 
3.82 
6.18 
19.93 
24.33 
7.34 

5.67 
5.61 
3.81 
6.37 
22.38 
24.23 
8.79 

4.74 

Republic  of  Korea 

People's  Republic  of  China. 

Japan 

United  Kingdom 

Australia 

All  other 

5.05 
3.37 
6.08 
47.32 
27.84 
6.29 

Total 

3.90 

3.92 

4.66 

5.96 

5.39 

5.52 

4.75 

i  Beginning  Jan.  1, 1976,  TSUSA  item  702.1220. 

Source:  Compiled  from  official  statistics  of  the  U.S.  Department  of  Commerce. 

Despite  the  difference  in  price  between  domestic  and  imported  hats, 
there  is  little  difference  in  quality.  In  some  instances,  the  imported 
hats  are  of  better  qualit}',  since  domestic  producers  have  cut  quality 
to  remain  competitive. 

There  have  been  reports  that  the  industry  is  planning  to  petition 
the  United  States  International  Trade  Commission  for  import  relief 
under  sec.  201  of  the  Trade  Act  of  1974.  There  had  been  early  indica- 
tions that  the  industry  was  considering  a  request  for  relief  from  head- 
wear  imports  from  the  PRC  under  sec.  406  of  the  Trade  Act.  Section 
406  deals  exclusively  with  market  disruption  caused  by  imports  from 
Communist  countries.  Although  it  is  easier  to  establish  the  existence 
of  market  disruption  under  sec.  406  than  under  sec.  201,  the  industry 
representatives  apparent^7  decided  that  relief  from  imports  of  PRC 
headwear  alone  would  not  be  adequate,  since  Chinese  headwear 
constitutes  but  22  percent  of  total  cotton  headwear  imports.  More- 
over, the  value  of  imports  of  this  item  from  the  PRC  was  over  20 
percent  lower  in  the  first  6  months  of  1976  than  in  the  same  period  in 
1975.  Additionally,  there  is  evidence  to  suggest  that  headwear  from 
Hong  Kong  is  manufactured  using  materials  from  the  PRC.  Sanctions 
against  PRC  headwear,  then,  might  only  succeed  in  diverting  ship- 
ments of  headwear  to  Hong  Kong  for  final  processing  before  shipment 
to  the  United  States. 


APPENDIX 

Leading  U.S.  Imports  and  Exports  in  Trade 
With  the  Nonmarket  Economy  Countries 
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